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Here’s a “working tool” for the Credit Executive 


Thousands of Credit Executives are using Credit Interchange Reports as an 
aid to doing a better job. These factual, dependable reports give them the in- 


formation needed to estimate correctly the responsibility of their customers. 


Credit Interchange Bureaus 


CENTRAL OFFICES of the NATIONAL ASSOCIATION 


512-514 Arcade Building 
ST. LOUIS 1, MO. of CREDIT MEN 


LOUISIANA APRIL 11, 1950 


The accuracy of this Report is not guoronteed. Its contents ore gathered in good faith from members and sent to you by this Bureau without liability for negligence in 
procuring, collecting, communicating or failing to communicate the information so gathered. 


cufeciienrion |"“Zats™ | Sevetce| Sis? sone 
NEW ORLEANS 
324-86 
Pet 12-41} 3-50; 811 632 loth Px 
Drug yrs| 3-50] 1819 224 monthly 
Hdwe yrs| 3-50 406 2-10-60 
Food P 1945} 3-50} 1477 1089 2-10-30 


INDIANAPOLIS 
324-86 
Clo yrs} 3-50 


VIRGINIA 
529=649 
Drug 


LOUISVILLE 
3529-318 
Drug yrs| 2-50 10th Px 15 |Slower 


NEW YORK-PHILADELPHIA 
329-1249 
Drug yrs} 2-50 


WESTERN NEW YORK 
330045 
Drug 5-45| 3-50 


There is another advantage of this service. When you receive a request for your 
ledger experience on one of your accounts, it may be that the inquirer has some 
cause for alarm; or he may be bringing his files up to date. Whatever the reason, 
you, also, should have the current report on this customer —and it is available 
to you. The report you receive will be entirely new —not a re-hash of old in- 
formation. You save time, labor and money when you use Credit Interchange 
Reports. Ask for details from the Bureau serving your area. 


**For Service 


Credit Interchange Bureaus 
than 50 principal NATIONAL ASSOCIATION of CREDIT MEN 
——| b12-14 Areade Building ... ST. LOUIS 1. MO. 
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HROUGH an underground passage 

leading from Mount Clare to the 
Patapsco River, women and children sought 
refuge on ships when Baltimore was men- 
aced by approaching Indians after Brad- 
dock’s defeat in 1755. This passage and the 
room into which it opened are now boarded 
up, but otherwise Mount Clare appears 
much as it did in the 18th century. It is 
the only Colonial house within the city lim- 
its of Baltimore that has survived fire and 
commercial or suburban development. Bal- 
timore’s Park Board, present owner of the 
property, is responsible for its careful re- 
habilitation. To the Maryland Society of 
the Colonial Dames of America, which 
leases the house, belongs credit for restoring 
its authentic furnishings. 

Many articles now in Mount Clare orig- 
inally belonged to Charles Carroll, known 
by his own wish as the Barrister “because 
there are so many of my name in this town.” 
The house was built in 1754 by his father, 
Dr. Charles Carroll, Chyrurgeon, as he 
styled himself, a native of Ireland who set- 
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COLONIAL HOUSE IN BALTIMORE 


tled in Annapolis and acquired Mount 
Clare as a country home and base for ship- 


building operations. Though the Barrister 
was educated in England, Dr. Carroll re- 
minded him to “Fix your Eye for future Life 
in Maryland,” and here he returned after 
his father’s death in 1755. 

Like his father, the Barrister took an ac- 
tive part in local affairs but he rose to even 
greater prominence. Despite his grief at 
breaking with England, he threw himself 
wholeheartedly into the Colonial cause. As 
one of Maryland’s “seven most distin- 
guished patriots,” he lent his facile pen to 
writing important documents, including the 
state’s Declaration of Rights, and 
held many high offices. According 
to family legend, he was not among 
the signers of the Declaration of 
Independence only because he was 
incapacitated by an attack of gout. 

After being entertained at Mount 
Clare John Adams commented most F!RE 
appreciatively on the beautiful ter- 
races which still lead down to the 
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#° Charles Carroll, Barrister 


ifn 2a! 


French furniture in drawing room was imported by Carroll 





river. In the hallway of the home hangs an 


oil painting of two other distinguished visi- 
tors, Generals Washington and Lafayette, 
pictured with the Barrister on the broad 
lawn which once stretched before the house. 

The Barrister’s wife was the former Mar- 
garet Tilghman, “a young lady of great 
Merit, Beauty and Fortune.” As their only 
children were twins who died in infancy, 
he left Mount Clare to James Maccubbin, 
his sister’s son, with the proviso that he 
adopt the Carroll name. The young man 
complied and for many years the property 
remained in the family’s possession. 

The Home, through its agents and brokers, is 


America’s leading insurance protector of Amer- 
ican bomes and the bomes of American industry. 


* THE HOME « 


Home Office: 59 Maiden Lane, New York 8, N. Y. 


° AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


Copyright 1950, The Home Insurance Company 
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Editorial 


Soup's On! 


ABIT of action or thought is hard to break. Bad habits are more easily acquired 

H than good habits since bad habits take the line of least resistance. Good habits 

require some measure of sacrifice and resolution. Is it possible that the American 

people and American business have lived in an atmosphere of bad economic habits for 

so long that it is difficult for them to return to good habits? One would think so if you 
took seriously some of the suggestions for industry that have been made in recent days. 


A leading newspaper reports a meeting of a business group that apparently seriously 
discussed a Brannan Plan for industry. A bill along these lines already has been introduced 
in Congress with respect to coal. Here is the argument as reported in the paper. 
“Advocates of the idea of a general minimum price program in industry emphasized 
that the example of coal proved that it would be unwise for the American people to let 
any single industry become so weakened by low-price levels that total usable output 
facilities would be reduced.” The argument then went on to say that a program should 
be adopted which could prevent future ruinous price levels. 


Of course, you have to bring a war into such a plan so the whole program was made 
to rest upon the need of maintenance of facilities in case of war. It was stated at this 
meeting that raw materials are being built up in many industries to the point where chaotic 
price conditions might prevail. The idea was to put a floor under prices. 


It seems unthinkable that businessmen would seriously give consideration to this kind 
of program. Have they lost their courage and their independence? Have we grown so 
soft that we need to be supported by artificial respiration of this character? Who pays 
for these supports? Who will furnish the money to continue paying for them? What is 
the price of a managed economy? If business accepts a program of this kind must it not 
expect to be regulated from top to bottom. Under such regulations it would forfeit its 
birthright of independence and freedom of enterprise. 
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THE MIRROR OF HISTORY 


by HENRY H. HEIMANN 


Executive Manager, National Association of Credit Men 


HE credit executive dare not 
‘Tie: history. He knows the 
past is never re-established in 
all of its detail but he also realizes 
that the future is apt to be more 
foreseeable if we do not ignore the 
lessons of the past. He is interested, 
therefore, in all phases of the record 
of the past and in the history being 
made today, and he projects, in his 
daily work, the probable business 
and economic history of tomorrow. 
His vision must penetrate beyond 
the limits of his daily task. He 
knows the credit conditions he may 
face tomorrow or next year or those 
which may confront his grandchil- 
dren are being formed today. To be 
successful he must be a historian, 
not only a# economic but a political 
and social historian as well. 


TABILITY of government, free- 

dom of people, soundness of 
money, social programs that are 
realistic, peace with other nations, 
these and many more are matters the 
credit analyst needs to master. A 
credit applicant may possess an en- 
viable balance sheet, a paying rec- 
ord that is ideal, a character record 
unequalled, but if the risk is located 
in a nation that is subservient to a 
regime without character or to a re- 
straining or dictatorial government, 
the credit virtues of the applicant 
are of little avail. And if the credit 
is to be repaid in funds of a nation’s 
currency that is fast deteriorating 
the manager of credits knows he 
cannet with safety accept the risk. 
It therefore becomes important that 
he consider all factors, social, eco- 
nomic and political in his credit 
evaluation. 

Let us, therefore, think beyond 
our own contemporary comforts and 
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(Text of the keynote address delivered 
Monday, May 15, during the 54th annual 
Credit Congress in Los Angeles, Cali- 
fornia.) 


opportunities and examine some of 
the national and world conditions to 
learn whither we are drifting. The 
lessons of history may serve as a 
guide post to point the direction in 
which we are headed. 


a world has produced more 
than twenty different civilizations. 
Each in its day was comparably as 
strong, if not stronger, than ours. 
However, no less than fifteen have 
perished, several others are totter- 
ing or decadent and our western 
civilization, young as it is, faces a 
crisis. What caused these earlier 
civilizations to rise and fall? Is it 
inevitable, like life itself, that civili- 
zations have a limited period of du- 
ration? Man’s life is usually limited 
to three score and ten years upon 
earth but history abundantly proves 
civilizations have no measured 
period of life. 

History also is clear in its conclu- 
sion that war and conquest, adver- 
sity and exhaustion of resources 
have not been the primary cause of 
the disintegration of any civilization. 
These factors, however, frequently 
have been the consequence of the 
programs that brought an untimely 
end to cultures. In short, suicide 
has been the cause of the death of 
civilizations known today only be- 
cause the work of their chroniclers 
has survived. We cannot in the lim- 
ited time here do more than make a 
cursory observation of some of the 
programs that have brought about 
these suicides. We can, however, 
emphasize certain incontrovertible 


facts in the world’s past and then 
compare their significance and con- 
sequences and analyze to what ex- 
tent we may be imitating these pro- 
grams and thus pursuing a suicidal 
course. 


NE fact that cannot be denied 

is that each civilization made 
most progress when it faced and con- 
quered adversity and contrary-wise 
it began its decline when it sought 
to assure its people of a Utopia and 
went about its plans of trying to 
achieve it. A measure of adversity 
naturally presents a challenge and 
the challenge when successfully met 
brings a solution and the civilization 
marches on because it has immeasur- 
ably strengthened its character, its 
self-reliance and its confidence in 
successfully overcoming the obsta- 
cles that confronted it. A soft and 
easy condition makes a soft people 
and a soft people marks the decline 
of an era. 

I need not burden you with ex- 
amples. You need only compare the 
progress of the South Sea islanders 
with that of the Scandinavian coun- 
tries where climatic hardships and 
limitation of resources confronted 
the people. In our own nation our 
New England states climatically and 
agriculturally were not conducive to 
a soft life. There can be no charac- 
ter when there are no problems. 
There has been no_ civilization 
worthy of the name where the people 
did not have to overcome obstacles. 

We of the western civilization and 
particularly of our own country 
ought, therefore, to read history be- 
fore we continue on the highway 
marked by cradle to the grave pro- 
grams. In the end what are to be 
their consequences? Are we, too, at 
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so early and tender an age in our 
civilization beginning to inaugurate 
suicidal plans? Are we to pursue a 
welfare state to our doom? 


ET us turn to the influence of 

wars and conquests on civiliza- 
tions. As I said before, it usually was 
not war and conquest that caused 
civilizations to perish. Instead these 
sufferings frequently marked a re- 
sumption of the progress of a people. 
The suffering brought about a deter- 
mination to avoid wars in the future 
and to grow strong to protect the 
generations to come. History, how- 
ever, Shows very clearly that when 
too large a portion of the energies 
and productions of the nation was 
directed towards conquest or mili- 
tary aggression the people were on 
the high road to destruction. 

Translating this into our own daily 
business life, one of the most serious 
problems facing business is the 
growing reliance of particularly 
large businesses on the orders doled 
out by government whether by way 
of defense, military or global pro- 
grams. Big business in Germany 
had the spider’s web carefully drawn 
about it while it feasted on govern- 
mental orders until it became so in- 
volved it found it impossible to with- 
draw or free itself. Unless we take 
a long range view of these facts and 
consult history for their conse- 
quences, we may be selling our 
birthright for an enslavement. Some 
businesses may look favorably on 
heavy production schedules based on 
war, defense or global programming 
but the truth is plain to see that these 
orders, even though they be obliga- 
tory, are potentially dangerous. If 
we must have this type of production 
program founded on taxation or 
deficits, then we, too, may eventually 
face collapse. 

When the ruling power in the 
Roman civilization reached the dead 
end of its advance it turned to 
Bread and Circuses. The pattern of 
ease it wove became the shroud of 
the Roman empire. We in our own 
country and governing powers of 
other nations have a program that is 
uncomfortably close to this pattern. 
When the Roman citizen became a 
spectator at the arena instead of a 
participant in athletic sports the 
softening process was under way. 
Consider the big business of our 
sports today and the limited number 


of participants. Is it significant? 
What does it portend ? 


N ALL civilizations of the past, 

the process of disintegration was 
almost coincident with the liquida- 
tion of the middle class of people. 
Isn’t it a thought to ponder that the 
middle class, not alone in our own 
country but throughout the western 
civilization, is rapidly vanishing? 
When it perishes history abundantly 
testifies to the fact that the civiliza- 
tion is on the road to decline. 

We find ourselves taking great 
pride in the availability of our edu- 
cational institutions. That, basically, 
is a sign of progress. However, 
when the expansion is due to a pro- 
gram financed largely by government 
money, what will be the position of 
our educational system when these 
funds are no longer available? Hav- 
ing expanded our schools and uni- 
versities with Federal money, isn’t it 
a fact that, when we attempt to con- 
tract them to more normal peace- 
time needs, many will not survive? 
Or will it be in order for the govern- 
ment to move into the class rooms of 
America? Some day will a power be 
assumed that will direct what is to 
be taught, who are to teach and how 
they shall teach? 

How many people have taken the 
time to read history on the dangers 
that lurk in these programs? His- 
tory, which has recorded scores of 
similar programs, bears witness to 


_their consequences. When a large 


group receive the benefit of these ed- 
ucational programs without having 
available outlets for their trained 
abilities the nation faces serious 
trouble. How do you suppose the 
Hitler movement got under way? 
How did Italy get started down the 
Fascist road? History will show 
unmistakably that there is great dan- 
ger in these educational programs 
where there is no availability of posi- 
tions in which the trained can turn 
their knowledge to practical account. 
Under these conditions you find 
these men and women so utterly dis- 
appointed in life that they spearhead 
the attack on the existing order of 
government. 


CURIOUS fact throughout 
history is that the beginning of 
the decline of a civilization preceded 
by many years its cultural disinte- 
gration. The decline had usually set 
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in while the people were destined 
still to have a generation or more of 
apparent freedom from worry, want 
and care. Today in our own coun- 
try you often hear the statement that 
our nation is prospering, our people 
are better off than they have ever 
been and that we are on the thresh- 
old of the millennium. These con- 
clusions fail to take into account the 
diminishing of our natural resources, 
the loss of our self-reliance, the 
abandonment of thrift and the threat 
to the independence of every man, 
woman and child who is blessed to 
live in America. The oft-repeated 
political phrase that we are better off 
today is but an historical echo of 
the past. 

I stated earlier that the civiliza- 
tions that have gone by the board 
in the past have committed suicide. 
There is no surer way for a civiliza- 
tion to commit suicide than by estab- 
lishing a bureaucracy in which the 
government places so heavy a burden 
upon its people that they can no 
longer carry it. We in this nation 
have for the first time in our history 
moved forth on such a program. It 
is evident that the tax burden we 
inflict brings about the total distor- 
tion of the purposes of our Consti- 
tution and the liquidation of the 
checks and balances so thoughtfully 
provided by the founders of our 
government. Our legislative branch 
under these conditions soon becomes 
subservient to the sprawling bureaus. 
Policy matters are no longer made 
by Congress as a result of direct con- 
tact with the people but have their 
origin in the brains of the depart- 
ment heads. Judicial decisions no 
longer are relied upon for interpre- 
tations of law. These interpretations 
are given by bureaus and the judi- 
ciary either confirms or rejects the 
interpretation. If there are too many 
rejections then a new basis of selec- 
tion is exercised by the governing 
forces in appointing men to the ju- 
diciary. The principle qualification 
for these appointments under these 
conditions is an agreeable and sym- 
pathetic social and political belief 
instead of a knowledge of the law 
and a regard for constitutional 
precedents. 


sisi Constitution is frequently ig- 
nored by the executive branch. 
Congress is made subservient to 
other groups instead of discharging 
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its Constitutional responsibilities. 
Freedoms evaporate little by little. 
In the beginning the regulation is 
only nominal and there is always 
some semblance of justification for 
it. If there isn’t its need is justified 
by propaganda. As the nation grows, 
every individual expects to yield 
some rights he may have enjoyed for 
the benefit of the whole. However, 
in actual experience what occurs is 
that the individual eventually learns 
that his rights have been taken bit 
by bit until his freedom is jeopard- 
ized. His whole industry is largely 
directed by the governing forces who 
are likewise its sole beneficiary. 

You cannot attempt to destroy a 
civilization without burdensome tax- 
ation as an ally. History again 
abundantly proves that heavy taxa- 
tion, to the point where a man’s in- 
dustry and thrift are principally de- 
voted to the support of his govern- 
ment rather than to the support and 
protection of his family, makes for a 
nation that is fast moving into de- 
cline. No nation in history has 
ever proved to be so strong as to 
have the governing forces utilize 
most of the work of its people for 
its support. The historical theory 
that that government is best which 
governs least is a common thread 
woven throughout the annals of civ- 
ilizations. 


UR_ western civilization is 

young as civilizations go. In 
the great Egyptian culture the first 
quarter of its existence was a period 
of growth. Even though its people 
may have enjoyed for a long period 
of time a presumably high state of 
prosperity, the decline had definitely 
gotten under way and the growth 
had ceased when the civilization had 
only recorded a fourth of its life. We 
have more than adequate time to 
check back and put our own nation 
on a basis that will insure to us a 
continuance of the western civiliza- 
tion. We need not commit suicide. 
We should not do so. 

The pioneers who settled our 
country recognized that they were 
moving into a new nation that would 
present some hardships, but they 
confidently hoped that if they could 
overcome these they would find, in 
time, a better way of life. Their 
confidence was rewarded because of 
their industry and their courage. 
History shows too that new political 
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thought develops from migration 
because there is a new challenge of 
environment. When a nation begins 
to lose its self-determination we 
have the evidence of the beginning 
of a break-down. When a nation 
moves progressively forward to 
strengthen its self-determination we 
find the continuation of a civiliza- 
tion’s growth. 

Unsound money is one of the 
common patterns woven throughout 
the tragic story of the decline of 
civilizations. It is a method of de- 
frauding the people of their honest 
labor. In modern times deficit 
financing—a dishonest money pro- 
gram—quickens the day when money 
will become worthless. 

Modern civilizations must rest 
upon a sound credit structure. You 
cannot have a sound credit structure 
when budgets are unbalanced year 
after year and when debts accumu- 
late into astronomical sums. You 


are on the high road to collapse 
when you continually adhere to 
these programs and particularly so 
if they come in a full-productive, 
full-employment, peacetime era. 


— is something within the 
soul of man that must be kept 
alive if a civilization is to survive. 
You cannot purchase strength of 
character with money or material. 
Money and material may keep the 
body alive so that the soul may have 
an opportunity to fulfill its destiny, 
but the virility of a nation depends 
more upon the individual efforts of a 
people who form that nation than 
upon outside sources. If the people 
of a nation are prostrate, then money 
and material may enable them to 
rise again, but only thrift and labor 
and a desire to rebuild will recon- 
struct them and their nation on a 
permanent basis. 

Excessive help is actually a dis- 
service. Gratuitous plans can, if un- 
checked, cause a deterioration of 
money and ruin the economy of the 
very nation so liberally helped. At 
the very least, they defer and delay 
the time when such a nation reaches 
a determination to go forward on its 
own power. 

Great Britain faced an almost in- 
superable job and all seemed lost and 
hopeless when, with its army 
trapped, its equipment gone, its de- 
fenses almost totally liquidated, it 
had to face a bombing the like of 


which had never been experienced 
up to that time. Yet it was under 
these conditions that the courage and 
the character of the English people 
rose to meet the occasion. No 
amount of money could have bought 
this determination. No funds or ma- 
terial could have built such patriot- 
ism. It was a time that will long be 
remembered as one of the most 
courageous demonstrations of real 
patriotism the world has ever seen. 
It was because the situation seemed 
so hopeless and the adversity so 
great that the English people made 
such a heroic effort. They were 
strong when they accepted a blood, 
sweat and tears program; they have 
weakened under a total security pro- 
gram. They are fast deteriorating 
under the Socialistic program. 


E ARE presently facing a sit- 

uation in which a man would 
presume to set himself up as a god 
though not in the sense that we 
would understand the word. The 
man in the Kremlin, however, if it 
were within his power, would exact 
worship of a nature reserved for 
Providence. This is nothing new in 
history. It has been attempted time 
and again by other rulers and dicta- 
tors and it has always failed. The 
existing effort, too, will fail, for you 
cannot enslave a people for all time. 
There is no human power that can 
achieve this. While every effort 
must be made to counteract its threat 
we need harbor no thought that it 
will succeed. It never has in the his- 
tory of the world. It never will. The 
instinctive qualities of man, God’s 
noblest creation, will not for long 
accept such servitude. Even if he 
must accept it for a time, when he is 
under the dictator’s thumb, there is 
a seething resentment which when 
it finally breaks out will make for 
a revolution that will put the French 
Revolution to shame. 


HE history of civilization is re- 

plete with examples, as I said 
earlier, of attempts to develop a soft 
and easy way of life. Pressure 
groups of today were common in the 
past eras. The taking from the polit- 
ically less strong, and the giving to 
those who were more demanding, 
presents nothing new. Even those 
who would challenge the government 
frequently have been worn down by 
attrition and the use of propaganda, 
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so that they do not face the facts and 
have not the courage to challenge 
the governing body with a sound 
program. They, too, fall for the 
voice of the siren. 

We have evidence of this in our 
own country. The minority party is 
presently looking towards establish- 
ing welfare programs that may be 
different in detail but not in prin- 
ciple. The truth of the matter is that 
the nation would be best served if 
a political group adopted a simple 
program. This program should be 
one of principles—principles as en- 
during as the ages. They might not 
win because our people have long 
been accustomed to looking to a pa- 
ternal father in Washington. But, 
win or lose, they would at least stir 
thought as to the outcome of the 
programs we are now endorsing. 
This in itself would be in the na- 
tion’s welfare. 

Such a political program could be 
simply stated in the following few 
words: 


1. We pledge a sound money. 

2. We pledge a reduction in 
the cost of government. 

3. We pledge honesty. 

4. We offer no panacea. After 
two world wars we frankly tell 
you that if our nation is to con- 
tinue strong we must work 
harder, save more and agree to 
greater sacrifice. 

5. We pledge that any infor- 
mation, given you will be factual. 
We do not intend to propagandize 
you. 

6. We pledge that we will en- 
deavor to create a peaceful at- 
mosphere. We do not propose to 
further harass you by building 
crisis upon crisis, and taking ad- 
vantage of your fears. 

7. We pledge the conservation 
of resources and the maintenance 
of moral standards, both so essen- 
tial to a sound nation. 

8. We pledge we shall try so to 
conduct our government that you 
may ensure an opportunity to 
your children and grandchildren 
comparable to that which you en- 
joyed when you were born. 

9. We deem it our first respon- 
sibility to keep our nation strong. 
Beyond that we shall be generous 
with our surplus for the benefit 
of the rest of the world. 

10. In keeping with our Con- 
stitution we pledge a program 


that will give equal opportunity 
and freedom for all. We recog- 
nize the need of more jobs to give 
employment to the growing num- 
ber of young people. We believe 
our present programs prevent the 
creation of these new job oppor- 
tunities. 


A CREDIT executive in his daily 
work follows a program from 
which government could well take a 
lesson. This is particularly true 
today when the whole world seems 
to be seeking Utopia. As I pre- 
viously stated history shows Utopia 
is seldom sought until the people of 
a nation have lost the expectation 
of further progress. It is then the 
politicians begin to wave the magic 
wand. I have also pointed out the 
historical record of an eventual pe- 
nalization. I might add that if any- 
one interprets my message as indi- 
cating that we could return to the 
past order of things then they 
have missed the point. You never 
go completely back. History abun- 
dantly shows that archaic methods 
have never succeeded. It likewise 
shows, however, that futurism 
sought over night is doomed to fail- 
ure. We must move forward on the 
basis of selectivity — taking that 
which is good from the old and 
blending it with the new. 

In a world in which so much un- 
rest is prevalent, in an age in which 
wars have become total wars, where 
the combatants are not only soldiers, 
sailors and aviators, but the whole 
populations of countries, it is evident 
that if you are going to bring about 
peace and understanding you have 
to re-establish sound principles that 
lead to peace and understanding. 
You will not bring about peace by 
an armament race. Certainly it is 
necessary to be prepared and there 
should be no criticism of essential 
defense preparations, but even as we 
are preparing we might well remem- 
ber the proverbial statement that the 
one thing you cannot do with bayo- 
nets is to sit on them. And if you 
are realistic you might likewise take 
to heart the lesson that history 
teaches—that the man or nation of 
violence and conquest cannot both 
genuinely repent of his actions and 
still permanently retain profit from 
them. 

Let us, therefore, analyze our 
own work and see what it may teach 
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public officials who are in charge of 
the affairs of government in the 
world. 


HE first thing a credit man does 

is to get the facts. He needs facts. 
He doesn’t want them camouflaged. 
He doesn’t want them indirectly. He 
doesn’t want them second hand. He 
gets his facts and gets these facts in 
the best possible way and he gets all 
of the facts that he can get. The 
need of the nation today is for the 
governing officials to give the people 
the facts. The people do not want to 
be kidded. They do not wish a crisis 
to be artificially created. If the gov- 
ernment intends to do something, the 
people do not care to learn of the 
government’s intention through com- 
mentators, columnists, commissions 
or any other group presumably inde- 
pendent but which in effect are the 
means by which a government cra- 
venly expresses its own views, sends 
up trial balloons or tries to divide its 
responsibilities. Like a credit man, 
the people of the nation want facts, 
too. 

Once a credit man gets the facts, 
he studies the history of the com- 
pany. He wants to know that the 
trend is healthy. He wants to study 
the past mistakes so that he can 
counsel his customer how to avoid 
them in the future. He wants to 
know the character of the individual 
with whom he is dealing. He wants 
to know the fitness of the men in a 
company. He wouldn’t expect a steel 
manufacturer to be qualified to run a 
wholesale grocery business. The gov- 
ernment can’t expect a man to run 
a department who has never had any 
experience with the problems of the 
department. If you are going to 
have good government you have got 
to get men well qualified who have 
capacity in the line of duty and re- 
sponsibility they assume. It is ridic- 
ulous to assume that political, social, 
professional or even business prom- 
inence is a measure of capacity un- 
less the individual is assigned the 
problem he is used to dealing with. 

The credit man wants to know the 
measure of capital of the business. 
Is it adequate? The government 
might well follow this pattern in de- 
termining what it may do by way of 
aid abroad. If it intends to continue 
aid after ’52 it needn’t establish a 
commission to try to soften up the 
people to make the request. Let it 
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courageously say what its intentions 
are and let the people discuss it and 
make their decision. 

The credit man wants to know the 
labor relations of the company. Are 
they friendly ? Are they cooperative ? 
Are they understanding? The gov- 
ernment should be informed on the 
attitude of its people towards its pro- 
gram. It should seek that attitude 
fairly and openly. It is not the func- 
tion of government to build that at- 
titude. It is the function of govern- 
ment to reflect it. The credit man 
would tell his potential customer 
that he would want to be informed 
of any adverse situation that devel- 
oped. In no other way, he would 
tell his customer, could he be of aid 
to him. The government ought to 
take people into its confidence. It 
wasn’t the intention of the framers 
of a representative form of govern- 
ment that it should be a government 
of secrecy. Whenever a government 
has resorted to this type of dealing, 
the people have paid the penalty. 


OMMON honesty is an attribute 
the credit man expects in his 
customer. He looks at the business 
capital from the standpoint of what 
the business on its own account can 
do by way of its own financing. He 
doesn’t expect rich relatives to help 
out the company. He wants every 
deal open and exposed. The govern- 
ment must be frank and confess that 
a deficit financing program is not in 
anyone’s interest. It is better to come 
out with an honest statement than to 
seek to justify such a financing pro- 
gram on the theory it will make for 
permanent prosperity. 


The credit man expects reason- 
ably accurate accounting. He does 
not wish to have hidden liabilities in 
the balance sheet. He wants to know 
just where the company stands. The 
government sold a bill of goods to 
our industries that, in my opinion, 
is one of the worst programs we 
have in this nation. I refer to the 
withholding tax. The average em- 
ployee does not realize how much he 
pays the government by way of tax- 
ation. He is merely conscious of his 
take-home pay check. He is under 
the belief that his company only 
pays him his take-home pay. That 
is why it is important that if an at- 
tempt is made to have a withholding 
tax on dividends it be resisted. If 
a dividend withholding tax is put in- 
to effect it will further camouflage 
our real tax bill. It is better to have 
the loss of income by the govern- 
ment through some tax evasion than 
to have its people ignorant of its 
tax charges. These are just a few 
of the things that a credit man does 
in his daily life. Our government 
might well emulate his program. 


HE western civilization is young. 

It can continue to progress for 
a thousand years and, as a matter 
of fact, indefinitely. There is no set 
duration of life for any civilization. 
Civilizations go by the board through 
suicidal means. There are, however, 
indications staring us in the face 
everywhere we look that we are 
presently toying with dangerous 
weapons. These weapons are the 
programs we presently have in effect. 
We had better begin to eliminate 
them. A good beginning, even 


though it is only a beginning, is the 
adoption of the Hoover Commission 
Report for that strikes at bureauc- 
racy and brings semblance and order 
out of a chaotic bureaucratic system. 
The follow-through is one of prin- 
ciple. The principles of decency and 
honesty, of thrift and industry, of 
self-reliance and independence, of a 
controlled measure of government— 
these principles have to be reborn 
if this nation is going to fulfill its 
responsibilities. In support of this 
contention you have the biblical 
teachings, you have the recorded 
pages of history, but what is even 
more important and more convinc- 
ing, you have an innate conviction of 
soul that tells you that such a pro- 
gram cannot be wrong. It is peace 
of soul that the world needs. 
e 

Every man has a citizenship duty. 
That is the price he gladly pays for 
the protection and the advantages of 
government. Unless he discharges 
that duty he is not a good citizen. 
Let us take time amid the pace of 
a busy day to try to discharge this 
duty by courageously speaking our 
mind. It may not be the popular 
thing to do, but it will be the decent 
and the honest thing to do and it 
will help build a firm foundation 
under the western civilization which 
we want to see continue to grow and 
to prosper. We, too, have a mission 
in life—it is to leave the world a lit- 
tle better than it was when we en- 
tered it. We cannot skim the cream 
and leave the skimmed milk for the 
generations that follow. They, too, 
must have opportunities if their lives 
are to be worth while. 


Importance of Care In Giving Credit Information Emphasized 


Company, a New York bank- 

ing corporation, and certain of 
its officers and employees, were con- 
victed after trial by the Court of 
General Sessions, New York Coun- 
ty, on July 21, 1948, for the crime 
of conspiracy and of knowingly and 
willfully making false statements 
about another’s financial responsi- 
bility. 

The indictment and conviction 
was under Section 926a of the New 
York Penal Law which reads as 
follows : 


To Title Guarantee & Trust 
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“CIRCULATING FALSE STATE- 
MENTS, CONCERNING FINAN- 
CIAL RESPONSIBILITY OF ANY 
PERSON, FIRM OR CORPORA- 
TION PROHIBITED. 


“Any person who knowingly and willfully 
states, delivers or transmits by any means 
whatever to any person, firm or corpora- 
tion, any false and untrue statements of a 
fact concerning the financial responsibil- 
ity of any person, firm or corporation, 
with intent that the same shall be acted 
upon, is guilty of a misdemeanor.” 


On June 30, 1949, the judgment 
of conviction was reversed and the 
indictment dismissed by the Ap- 
pellate Division of the New York 


Supreme Court, First Department, 
and the judgment of the Appellate 
Division was affirmed by the New 
York Court of Appeals without 
opinion on December 2, 1949. 
The facts upon which the con- 
viction in the trial court was ob- 
tained, as shown by the proof ad- 
duced at the trial, were as follows: 
One Benjamin had borrowed a 
large sum of money from the Bank 
on collateral consisting of assigned 
accounts receivable on a non-notifi- 
cation basis. The individual de- 
(Continued on Page 37) 
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Business is a matter of constant 
movement, constant change. It is 
always moving, but what you need 
to know is which way is it moving! 


WHERE ARE YOU GOING, MY CUSTOMER? 


REDIT executives are in the 
C business of appraising prom- 

ises. The value of a promise 
lies in the probability of its redemp- 
tion. We cannot know what has not 
yet happened; the probability of its 
occurrence can only be predicted. 
Credit appraisal, therefore, becomes 
prediction of the redemption-prob- 
ability of a customer’s implied prom- 
ise to pay. ; 

Every time we approve a custom- 
er’s order for shipment we are vir- 
tually saying that in our judgment 
the probability of our receiving pay- 
ment when the bill becomes due or 
at some acceptable date thereafter is 
greater than the probability of our 
not receiving payment. Every time 
we reject an account we have for- 
mulated a judgment involving some- 
thing which has not yet happened, 
but which, having weighed the prob- 
abilities for and against it, we judge 
likely to happen: that two months 
later, six months later, or whenever, 
the would-be debtor-customer will 
find himself unable to pay his bills. 

Accepting, rejecting or restrict- 
ing credit at a given date, then, im- 
plies predicting the probable occur- 
rence of events (payment, non-pay- 
ment, slow payment, etc.) at later 
dates. Whether such predictions are 
relatively blind guesses, or whether 
they approach scientific method de- 
pends largely upon the extent to 
which we take change into account. 


- AN impelling chapter of Peo- 
ple in Quandaries* captioned 


*Wendell Johnson, People in Quandaries, 
arper & Bros., 1946. 


by HELEN M. SOMMERS 


Credit Manager, Trojan Hosiery Mills, Indianapolis 


Never the Same River, its author, 
Wendell Johnson, develops the far- 
reaching implications of the state- 
ment of the ancient Heraclitus: “one 
cannot step in the same river twice.” 
“The Greek,” says Dr. Johnson, 
“was going beyond the assertion that 
no two things are exactly alike to 
the assertion that no one thing is 
ever twice the same, that reality is 
to be regarded as a process... . 
Facts as we observe them are little 
more than quick glimpses of a cease- 
less transformation.” 

Now if the universe were static 
and if nothing changed, prediction 
would be unnecessary, for we could 
expect the same thing tomorrow that 
we experience today. In fact “to- 
morrow” and “today” would disap- 
pear, because we measure “time” by 
change (change, for instance, in the 
position of the earth in relation to 
the sun). 

But in a world where all is pro- 
cess, it is this ceaseless change that 
makes foresight and prediction nec- 
essary if we are to survive. In the 
world of business it is ceaseless 
change that makes business fore- 
sight and prediction necessary if we 
are to avoid business failure. 


REDICTION in fact consists in 

estimating changes within a com- 
ing period and their probable con- 
sequences. And if we are to predict 
with any degree of accuracy the 
probability that our debtor-cus- 
tomer will redeem his credit promise 
two months or more after we accept 
it, we must estimate the extent and 
nature of changes that are likely to 
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take place in that period and how 
they will affect redemption. 

But we cannot estimate the extent 
and nature of changes that will take 
place unless we know something 
about changes that have already 
taken place. That calls for examina- 
tion of a series of past events. 


SINGLE observation at a 

stage in a process will not tell 
you anything about change. A series 
of successive observations will. 

You cannot see Johnny grow. 
Growth is a process. But when you 
have to buy him a new pair of pants 
before he has worn out the ones 
you bought two months earlier you 
have objective evidence of growth: 
his height and girth are increasing. 

Now if you measure his height 
August 1, from that one measure- 
ment the yardstick tells you nothing 
about changes in his height. But if 
you measure it August 1, October 1, 
December 1, etc., the series of meas- 
urements indicates quite definitely 
how much and how fast his height is 
increasing. 

In fact you can plot those meas- 
urements on a curve that tells you 
the trend of Johnny’s increasing 
height. It might even tell you ap- 
proximately when you are going to 
have to buy him his next pair of 
pants! And if you could take into 
account the trend of numerous inter- 
related changing factors that influ- 
ence his height, you might predict 
the approximate leveling-off point 
in his height-curve. 

The point is that before you can 
evaluate a customer’s credit (i.e., 
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predict the redemption-probability 
of his promise to pay) you must ob- 
serve the inter-relationships of a 
series of data, studied chronolog- 
ically for trend. You cannot predict 
from a single measurement—from a 
single picture. 


ET’S take a look at what we will 

call single-picture, or still-pic- 
ture credit practice. If you take a 
flash-light picture of a moment of 
exciting action in a basketball game, 
using a shutter speed of 1/1000th of 
a second, in that instant your cam- 
era performs a remarkable feat. 
From a series of rapidly succeeding 
images which the eye fuses and per- 
ceives as motion, the camera selects 
a single image. It isolates that image 
from those immediately preceding 
and following and in that split sec- 
ond when the shutter is open it re- 
cords that disposition of ball and 
players—of arms, legs, hands, heads, 
feet and torsos—that will never 
again be exactly repeated. Your 
camera fictitiously freezes move- 
ment at a point in its course; the 
actual movement speeds on. 

Can you by studying that one 
image foretell what the future course 
of that movement will be? Would 
you be so foolish as to say: “It’s the 
only picture I have at this point. 
So I will have to assume that it 
substantially represents the future 
course of the game until I can take 
another picture?” 

Yet that is precisely what we do 
in still-picture credit practice. We 
base our expectation that we will be 
paid upon a certain set of facts that 
we view as a still picture, uncon- 
sciously endowing that picture with 
substantially unchanged continuity 
for probably six months. We forget 
that, like our basket-ball picture, any 
piece of credit information is at best 
a “snap-shot” artificially isolated 
from its place in the continuous 
movement of a business enterprise ; 
and that only when we place that 
snap-shot in its context between 
other snapshots can we observe the 
direction of that movement. 


E CONSTRUCT our credit 
picture from “the latest avail- 
able information,” by no means all 
of the same date, though we treat 
it as if it were. We assemble, let us 
say, a financial statement five 


10 


months old; a Credit Interchange 
report listing creditors’ experience 
a few days to six weeks old; a mer- 
cantile agency report four months 
old showing information of various 
previous dates; other information 
of numerous in-between dates. Sat- 
isfied that we have reasonably re- 
cent data, we merge them all (unless 
we are semantically date-minded) 
into what I have heard called “the 
customer’s current picture’”—a sort 
of trick photograph combining in one 
total view the financial statement, 
the bank’s attitude, other creditors’ 
experience, etc., as if our many- 
dated bits of information fitted into 
a simultaneous whole. 

Having constructed our single, 
anachronistic picture, we treat it not 
only as if it were today’s picture, but 
also as if it would be tomorrow’s pic- 
ture, too. In fact, we treat it as if it 
were a continuing picture until auto- 
matic revision six months or so 
later, or some surprise circumstance 
prompts us to make another still 
picture and evaluate it in the same 
way. 


“CURRENT 


PICTURE* 


Tuy 
Chart | 


This method of evaluation we will 
call static evaluation. It can be sym- 
bolized by horizontal lines (Chart 
I). 

As we shall see, our “current pic- 
ture” is not today’s picture. It never 
can be today’s picture, nor tomor- 
row’s. But this method of evalua- 
tion leads us to act as if it were 
both. When we are caught up by 
unanticipated change, the fault is not 
that we are ignorant of change as a 
characteristic of business; but that 
we have succeeded so well in forget- 
ting it. The still-picture method 
fosters that forgetting. 


O PIECE of credit information 
is “today’s picture” for the 
facts have already changed by the 
time our information reaches us. 
Taking a picture of a point in the 
progress of a basketball game is a 
very different matter from captur- 
ing a picture of some part of a mov- 
ing business at a given moment. 


The mechanism for recording a 
stage of business activity does not 
have a shutter speed of 1/1000th of 
a second. You can’t take snap-shots. 
You have to take time exposures. 

Take the financial statement, for 
instance. The very fact that a plant 
or store is closed for inventory is 
management’s recognition that busi- 
ness moves while you are making 
the exposure unless you take steps 
artificially to slow it down. I say 
slow it down because you never 
really stop all its ramifications. You 
just stop its production and deliv- 
eries. A clean cut-off as of the close 
of business December 31 still pre- 
sents problems: goods in transit, in- 
coming and outgoing checks in 
transit, commitments, claims in the 
mail, or claims that will develop in 
January against goods shipped in 
December, discounts that customers 
will take in January when paying for 
December shipments, etc. All these 
examples indicate that an absolute 
stoppage cannot be made, and that 
approximations and accounting ex- 
pedients have to supplement the in- 
formation that iends itself to more 
precise photo-finish recording. A 
financial statement turns out to be 
an approximate picture at best—a 
picture of a theoretically frozen mo- 
ment in the life of a moving busi- 
ness. 


UT let us assume that in a cer- 
tain hypothetical business we are 
able to make everything stand still 
while we take our time-exposure, 
and that we are able to record an 
image that is in no respect blurred 
by movement. Then what happens? 
The plant resumes operations as 
soon as the exposure has been made. 
In the very first day of operations 
incoming materials that were in 
transit are received, inspected, re- 
jected, accepted; others are put in 
transit and billed; raw material goes 
into the first stages of processing; 
other processing moves on; finished 
products are inspected, sorted, ware- 
housed, shipped, billed. Accounts re- 
ceivable in all degrees of collectibil- 
ity are created, old ones liquidated. 
Cash is received, bills are paid, ex- 
penses are incurred. Machines and 
equipment continue to wear out. 
Employees are sick, injured, quit, 
are hired or fired with resulting ef- 
fect on the labor bill. Interest, 
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wages, taxes accrue. The value of 
securities rises or falls, purchasing 
power of the dollar changes in many 
fields, consumer demand may falter 
and sales begin to slide. 

Meanwhile all we have as a result 
of the shut-down is an image on the 
“film.” The process of developing 
the picture begins. In business we 
can’t get 24-hour service on our 
prints. The accountant works five 
or six weeks to turn out a set of 
prints, his audited report. Then an- 
other thirty days elapse before the 
figures are released and reach the 
hands of creditors directly or via 
agency reports. In every one of 
these seventy-five days the wheels of 
our business have been whirring, and 
transformations such as we de- 
scribed have been taking place daily, 
hourly. Our financial statement ob- 
viously does not reflect the facts as 
they are on the day we receive it. 


ND it never can. Another shut- 
down, another time exposure 
would not do it, for there would be 
the waiting period with more 
changes taking place in that interim. 
Some credit men rather neglect 
the financial statement for this very 
reason. But if we throw it out be- 
cause the information never can be 
up-to-date, we must throw out all 
other information on the same 
ground. True enough, a longer pe- 
riod is required for preparing a 
financial statement than for most 
other data, but no matter what the 
type of information may be, it is all 
over by the time it is reported to us. 
If it is a trade clearance that we 
are after, even while that informa- 
tion is in transit, the accounts that 
were reported past due are being 
paid, or growing older; accounts re- 
ported current are being paid or 
becoming past due; new indebted- 
ness is being incurred, perhaps in 
new markets, etc. 

We never can have an up-to-date 
picture of any phase of a business 
because changes are taking place 
while we are investigating. Obvi- 
ously if one has to be several jumps 
behind change, he can never catch 
up with it. 

And if he could, events change 
too rapidly in the world of business 
to justify projecting any picture un- 
changed into the future. 

Yet we do. This tendency to treat 
yesterday’s picture as if it were 


today’s and tomorrow’s evidences 
itself in subtle ways. One of them 
is a seemingly harmless but ac- 
tually quite self-deceptive habit gen- 
erally practiced by credit men and 
women in their daily work: that 
of using present-tense verbs to talk 
about the data which their credit 
investigation discloses. I have caught 
myself doing it many times, and I 
daresay many more times have failed 
to notice it. Examining a balance 
sheet we say, “Cash and receivables 
cover the current debt.” Do they? 
That was three months ago! “Cur- 
rent debt is 40% of net worth.” It 
was 40% at statement date; only by 
coincidence could it still be. Obvi- 
ously anything you say about your 
data in the present tense is not likely 
to be true. 

Now of course when we do that 
we know that we are looking at fig- 
ures that were prepared several 
months before. But when we use 
words like have, are, and other pres- 
ent-tense verbs we are, without be- 
ing aware of it (and that is what 
makes it dangerous), bringing the 
past up to the present and helping 
ourselves believe that the situation 
still exists! 

In what kind of language does a 
friend tell you the story of a movie 
he has just seen? His story begins 
in the past tense, but as the action 
develops and tension gathers he 
swings over to present-tense verbs: 
“All of a sudden she stops dancing, 
and lets out a little cry. She stares 
at the door. It’s the killer!” 

Why the present tense? Your 
story-teller saw the movie several 
hours before. The action is over. 
He uses present-tense verbs—in 
fact lapses into them unconsciously 
—because they are more vivid. They 
transplant past events into the pres- 
ent and you, with him, see the ac- 
tion going on now. 

This is not silly quibbling about 
grammar. It has to do with what 
goes on in our nervous systems. 
All our lives we have been using 
present-tense verbs to label action 
that takes place in the present. You 
can’t very well talk in the present 
tense and think past action. Use of 
such verbs clearly indicates that we 
are thinking of something that has 
changed as if it had not. We set 
semantic booby-traps for ourselves 
that facilitate overlooking change 
when we say “he pays his bills 
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promptly,” “he is getting a 6-times 
merchandise turnover.” 


[HERE is an experiment that will 
indicate how subtly and yet 
how powerfully this present-tense 
habit operates to give our data 
“now-ness.” Take any agency re- 
port dated, let us say, September 1, 
1949, Read it first exactly as it is 
written. Then go back and read it 
again, substituting past-tense verbs 
for all the present-tenses you find in 
it. Some of the facts reported were 
probably gathered a few days before 
the date of the report; others obvi- 
ously are older. Substituting dates 
wherever possible and reading en- 
tirely in the past tense, notice how 
much more acutely you become 
aware of the possibility of important 
changes in this information since 
September 1, 1949. 

How do you read a mercantile 
agency report? 

Then there is the “continuing 
financial condition” myth. I refer to 
the clause on certain blank financial 
statement forms in which the debtor 
authorizes the creditor to consider 
the statement as representing a 
“continuing financial condition” 
until the creditor is notified that it 
no longer applies. Literally inter- 
preted, that clause imposes upon the 
prospective debtor the necessity of 
accompanying any financial state- 
ment with a letter reading, “Dear 
creditor: The attached statement 
which I am submitting to you no 
longer applies!” 

Our own Association form han- 
dles this a little differently, and 
more realistically requires the debt- 
or to notify the creditor of any 
material unfavorable change. Many 
other forms do not have such quali- 
fications. No financial statement can 
represent an absolutely continuing 
condition, and the clause when not 
qualified becomes absurd and prob- 
ably defeats the very legal purpose 
for which it was intended. 


ET us sum up the fundamental! 
inadequacy of static evaluation, 
or still-picture, credit practice— 
through the following analogy: 
Snow has been falling in Indian- 
apolis throughout this February day. 
If you were a South-Sea Islander 
suddenly set down in this city today 
with no previous experience of snow 
and no knowledge of the conditions 
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under which it occurs you might ex- 
pect snow tomorrow, next week, 
next July. That is, you might ex- 
pect it if as a South-Sea Islander 
you were as prone as we are in our 
culture to project today’s facts (or 
even yesterday’s) unchanged into 
future contexts. 

Our South-Sea Islander’s expec- 
tations of snow would start from 
today, from the experience of one 
day. He has no past experience to 
guide him. In static credit evalua- 
tion, while we do have at our dis- 
posal past information, we minimize 
the importance of all but the latest 
available information and, like our 
South-Sea Islander, give it hori- 
zontal constancy that is false to facts. 

A resident of the midwest, famil- 
iar with its characteristic climate but 
with no meteorological knowledge 
or methods at his disposal, could be 
reasonably sure that people in In- 
dianapolis will not be driving on icy 
streets next July. But that could not 
be considered prediction in any sci- 
entific sense. 

As for tomorrow, he could only 
guess about that. A meteorologist 
could predict tomorrow’s weather. 
His method would be to make a se- 
ries. of barometric readings, and 
other observations yielding informa- 
tion about other changes that have 
to do with precipitation. He would 
then chart the course and trend of 
such changes, take into account their 
influence upon each other, and from 
those trends make his forecast. This 
is scientific prediction. 

Now if you have more business 
than you can handle, maybe you can 
base your credit decisions upon no- 
snow-in-July “predictions” and turn 
down everything else that is not 
quite so sure! But normal competi- 
tion requires that we predict the re- 
demption-probability of our custom- 
ers’ promises upon narrower mar- 
gins of safety. The narrower those 
margins, the greater the need for 
close prediction. That means scien- 
tific prediction, based upon trend. 

But as we usually practice credit 
evaluation—i.e., the static way— 
we “predict” like our South-Sea Is- 
. lander: because it is snowing today 
it will be snowing tomorrow. Or, 
more precisely, we make our deci- 
sions in January as if we believed 
that because it snowed last October 
it will be snowing next May! 

Obviously we need to revise our 
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whole approach and substitute dy- 
namic evaluation. 


E MIGHT think of dynamic 

evaluation as a motion-picture 
approach. A motion picture is pro- 
duced by a series of still pictures. 
Each “frame” or individual still pic- 
ture, like our snap-shot at the bas- 
ketball game, represents the disposi- 
tion of objects in the range of the 
lens as they appeared for the split- 
second in which the shutter was 
open. And each individual picture 
records a slightly changed disposi- 
tion of those objects in relation to 
each other. Projected in rapid se- 
quence upon a screen the changing 
images are accepted by the eye as 
continuous and movement is seen. 

When we see movement we per- 
ceive direction. A single “frame” of 
a railway train does not tell us 
whether the train is moving or 
standing still. The projected series 
tells us not only that it is moving, 
but whether it is moving forward or 
backward. If a man is walking along 
beside it, we can, by comparison, get 
some idea of how fast it is moving. 

At this point it is well to clarify 
any seeming implication that trend 
has in no way been taken into con- 
sideration in credit practice. It has 
been used to a certain extent, but 
not, I believe, to the extent that I 
advocate, nor in the manner. For 
where credit men have “looked at 
trend” it has been a sort of side- 
glance. It has occupied a position 
secondary in importance to the “cur- 
rent picture.” It is regarded as an 
additional consideration. I propose 
that trend be the only approach and 
whole method of evaluation; that 
we discard still-picture methods al- 
together; that we regard our most 
up-to-date information as merely a 
point on a moving curve of prob- 
ability. 

Then, too, when attention has 
been given to trend, it seems to 
have been largely concentrated upon 
a study of successive balance sheets, 
with that study usually taking the 
form of uni-linear comparison: cash 
to cash, merchandise to merchan- 
dise, etc. Little attention has been 
devoted to the relationship of such 
lateral changes to each other. 

The approach that I propose is a 
comprehensive and many-directional 
one. Successive balance sheets 
should be studied by comparing 


ratios at one date with correspond- 
ing ratios at later dates; and sets of 
ratios, considered in related groups, 
with sets of ratios at later dates, 
And those trends should in turn be 
viewed in relation to other trends: 
trends in the industry, local trends, 
market trends, general economic 
trends, payment trends. In fact, any 
bit of information we have at all 
should be viewed as part of a trend 
which both influences and is influ- 
enced by other trends. 


HERE will we get this “back” 
information from which to 
construct our motion picture? We 
have much of it as soon as we as- 
semble our credit file! We simply 
have been prone to telescope it all 
instead of spreading it out date-wise. 
Do you have a Credit Interchange 
report? Don’t cross off any infor- 
mation because the account happens 
to be closed and the last sale was 
six months ago. Put it in its proper 
chronological place and include that 
creditor’s experience as historically 
important. Break your whole Cred- 
it Interchange report down on a 
date basis and think of the informa- 
tion sequentially. 

Do you have a mercantile agency 
report? Ora special agency report? 
You can find many dates here if you 
look for them, and read your re- 
port with dates in mind, as I have 
suggested previously. And such re- 
ports of course frequently contain 
comparative statements. 

The bank’s experience, that of 
other creditors, the information your 
salesman gives you, what you learn 
from direct interview or direct cor- 
respondence—all of this informa- 
tion involves different dates. Spread 
them out. Review them in proper 
sequence. 

Then we can expand this nucleus 
of information when it seems ad- 
visable by asking for back informa- 
tion. Sometimes older reports come 
to us, pending revision. Don’t throw 
them out when you get the new ir- 
formation. Use them for what they 
are worth trend-wise. When you 
ask for a financial statement direct- 
ly, ask for the previous one, too. 
The customer will probably like it 
if you tell him you want to see the 
progress he has been making. When 
you correspond directly with banks 
or creditors, ask your questions s0 

(Continued on Page 39) 
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Watch out for diese 


Economic Caution Signals 


by R. E. JONES 


Vice-President, First National Bank of St. Joseph, Mo. 


T WOULD be well, at the begin- 
ning of this discussion, that we 
consider some of the fundamental 

factors of our economy today in 
contrast with prior periods: in other 
words, that we take a brief look into 
the mirror to remind us that the 
situation as we find it today is quite 
different in comparison with prior 
years. 

Our population today is 148 mil- 
lion people as contrasted with 130 
million ten years ago. Not only is 
the birth rate increasing — it was 
dangerously low from the standpoint 
of national power in the depressed 
1930’s—but longevity of life is con- 
tinuing to increase. Babies and old 
people must be housed and fed and 
clothed, but that does not mean that 
they will be fed and clothed at any 
given standard or with any specific 
degree of profitability to those who 
are engaged in the business of feed- 
ing and clothing the population. I 
consider this an important factor 
affecting the gross dollar volume of 
business. 


SECOND important factor 

affecting the gross dollar vol- 
ume of business is the extent to 
which the general price level has in- 
creased; largely by virtue of war 
financing and the tremendous in- 
crease in the Government debt to 
the 250 billion dollar level. Ten 
years ago the wholesale price index 
was 86 (the 1926 base was 100). 
Today, the index stands at 153—a 
year ago it was 170. Personal in- 
come has risen from 75 billion to 
210 billion annually in the same 10- 


year period. Disposable income, 
which is personal income after 
taxes, has risen from 68 billion to 
186 billion in the past ten years. 

Now the population is not going 
to shrink overnight, but the oper- 
ation of our economy could bring 
about a shrinkage in the dollar 
measurements of business activity. 
It is with dollar measurements that 
bankers and credit men are con- 
cerned and the profit-making ability 
of those who are our creditors. 


PY mentioning the importance of 
currency devaluations abroad, due 
weight must also be given to funda- 
mental factors that have not 
changed. The growing preference in 
world markets for American-type, 
standardized, mass-produced goods 
is not basically altered. The lower 
efficiency of labor and management 
in many foreign industries as com- 
pared with our own has not changed. 
The costs of vast social security pro- 
grams and other huge government 
expenditures remain a burden on 
productive enterprise in foreign 
lands, even more so than here. 
Cheapening of currencies in terms 
of U. S. dollars means that foreign 
producers can sell their goods for 
less dollars while receiving the same 
or higher prices in their own coun- 
try. On the other hand, they must 
pay higher prices in their own coun- 
try for this country’s products. 
Thus, devaluation tends to depress 
dollar prices and exports. It is 
equally true, however, that the ef- 
fects may largely take the form of a 
rise in prices in the devaluing coun- 
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try, and to the extent that British 
prices rise, depressing effects upon 
prices in this country are averted. 


PERATING in an agricultural 

area as we are, our business 
and profits are directly related to 
agricultural income. It is reported 
that the total cash income of the 
farmers of the United States last 
year was $31 billion as compared to 
$9 billion in 1940, an increase of 
239%. The farmer’s balance sheet 
showed cash and Governments 
owned at 20.2 billion compared to 
4.1 billion in 1940, an increase of 
400%. 

Many observers expect a drop in 
farm income to result from lower 
prices. This, of course, would be 
important to us as a gross sales 
factor. 

The mention of “Gross Sales” 
bring us to a consideration of the 
question as to how far sales could 
decline without operating at a loss. 


|N A recent address given by a well 
known credit executive, he made 
the remark, “Those of you who have 
your ears close to the ground will 
soon be deafened by the breaking of 
break-even points.” Daily the sound 
is becoming louder and stronger. 
Balance sheets and profit and loss 
statements are the credit man’s yard- 
stick. These figures are irreplace- 
able and I would not want to say 
anything to detract from their im- 
portance, but it must be admitted 
that these reports reflect informa- 
tion “after the fact.” Certainly we 
are concerned with the current finan- 
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cial condition of our customers; but 
with the economy pointing to more 
competitive conditions, the future 
profit and financial position of our 
customers is of equal importance. In 
fact, as credit men we should like to 
have a crystal ball that would tell us 
which of our accounts are in position 
to meet the challenge. Our good 
friends, the salesmen, shall welcome 
our help in pointing out those com- 
panies which will remain strong 
under competition. 


ESPITE the best efforts of man- 
D agement, the volume of business 
in dollars and units is going to de- 
cline. To meet reduced income and 
still stay in the profit ranges is the 
most critical problem of business. 
Trial and error methods will even- 
tually establish the action manage- 
ment should take to avoid losses, but 
trial and error is time-consuming 
and costly. 

There is a tool available to man- 
agement and credit men which 
quickly, and with reasonable accur- 
acy, forecasts the probable reactions 
to reduced income; that tool is the 
break-even chart. 

The keystone in the analysis of a 
given situation is the determination 
of fixed and variable elements of 
cost. There is no predetermined rule 
as to what percentage of the total 
cost can be variable and what fixed. 


AVING ascertained the fixed 
H and variable elements of cost, 
the credit executive is now ready to 
determine the “Break-even Point”. 
This is the sales volume point at 
which the costs and expenses will be 
absorbed without any net loss being 
incurred or any net profit being 
earned. 

The break-even chart focuses at- 
tention on sales and expenses, and is, 
in effect, an X-Ray of the health of 
the business. Expected sales and re- 
lated expenses incurred at different 
levels of operation will indicate 
whether a company is losing or 
gaining—either a profit is left or the 
chart emphasizes the need to reduce 
expenses. The best thing about it is 
that such an analysis stimulates in 
management the corrective activ- 
ities which so change their costs or 
selling prices that volume would not 
sink to the break-even point. 

I would call to your attention the 
sharp increase in business failures. 
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During the calendar year 1947, the 
number of failures in the United 
States was 3476. In 1948 the total 
was 5252. In the first ten months 
of 1949 the total was 7249. The 
average per week is now double a 
year ago. Naturally some lines of 
business have shown a greater in- 
crease in failures, but the failures 
reported in the retail apparel and 
accessories line increased 81% ; and 
the retail general merchandise line 
increased 90% over the preceding 
year. 

These figures are significant, 
although geographically we have 
made a better showing in the central 
states than on either coast. 

The credit man stands on a little 
firmer ground when he judiciously 
blends the facts of the past with con- 
servative appraisal of the present 
and near future possibilities. 


HAT, then, are some of the 

practical things that might be 
emphasized as valuable tools of the 
successful credit man? They are 
well known to all of you. 

A frequent aging of your ac- 
counts receivable will enable the 
credit man to judge whether there 
is any slowing up in the average 
collection time. Comparison may be 
made with other firms in the same 
line of business. Your banker will 
usually have access to the trade 
statement studies prepared annually 
by Robert Morris Associates from 
which you may determine by com- 
parison your relative position with 
the average of other firms in your 
line of business. Any trend towards 
slowing up should of course be 
carefully analyzed. 

Credit men should ascertain in- 
dividually why any customer’s dis- 
counts are falling off. They should 
determine whether working capital 
is being impaired by operating losses 
or by unnecessary expansion of plant 
or equipment, whether slowness may 
result from excess inventory or a 
too liberal credit policy. 


7 REQUENTLY we find in a mer- 
chant a tendency to spread out 
into too many lines, or perhaps too 
much variety in existing lines, with 
the result that his inventory total 
keeps going up and gets out of 
proper relation to his gross sales. 
Such a tendency usually leads to 
slowness in the payment of his 


trade accounts and an inclination 
to do business on the wholesaler’s 
money. Merchandising is competitive 
and often the failure to take trade 
discounts spells the difference 
between operating at a profit and 
just breaking even. 

Many of the businesses operating 
today have come into existence 
within the last ten years. The ex- 
perience of the management may be 
limited to the period when the going 
has been comparatively easy—when 
most everyone has been making 
money. Satisfy yourself that the 
management will be able to adjust 
his operations to meet changing con- 
ditions. It will be from this group 
that a large percent of future busi- 
ness failures will occur. 

A question also arises in certain 
cases as to whether a business is 
capable of succession. By that I 
mean whether there are aggressive 
younger men coming up in the or- 
ganization whose training will enable 
them to carry on successfully when 
the present management passes out 
of the picture. 


ENTION should be made of 

the merchant who may be op- 
erating under special situations, such 
as: a relatively poor location; un- 
favorable competition in the form 
of unwarranted price cutting ; or one 
located in a highly industrial area 
where labor disputes might exert 
an unwholesome influence if ex- 
tended over a prolonged period. 
These situations could no doubt be 
met without too much difficulty by 
the merchant who is in a strong 
position, but might result in failure 
to one who is now only a marginal 
operator. 

I do not want to leave with you 
any impression of an unfavorable 
outlook on business. Most bankers 
view the future with considerable 
confidence. Liquid assets in the 
hands of the public are still at record 
levels, consumer income continues at 
a rate well in excess of $200 billion 
a year. The fundamental financial 
position of business and industry as 
a whole is considered sound. Agri- 
culture is doing well even though 
farm prices have declined and floors 
beneath farm prices can prevent 
sharp and hard declines in farm in- 
come. Some readjustments are yet 
to come; but business as a whole 
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The ABC's of 


CONSUMER CREDIT 


as big and broad as this great 
land of ours. Production, dis- 
tribution and our high standards of 
living to a great extent depend on 
and grow with consumer credit. The 
romance of credit parallels that of 
the development of America. For 
our purpose, we will consider the 
two distinct types of credit grant- 
ing most commonly recognized by 
retailers, banks, finance and loan 
companies. Although there are 
many variations, these two are basic. 
First, we have the open account. 
This type of account is payable in 
full at a prearranged time follow- 
ing that of purchase, or in keeping 
with a special arrangement between 
the buyer and seller. It may be one 
purchase at a time or a series of 
purchases made over a period of 
time. This type of account is often 
referred to as the 30-day account. 
There is frequently an overlap- 
ping of the second month’s purchases 
into the first month’s purchases 
before payment is due or made. 
That is why some credit managers 
adopt the policy of permitting the 
amount to be charged on an open 
account to be twice the amount of 
the credit limit set on the account. 
Obviously, this kind of account is 
only for the use of persons of suffi- 
cient income and stability to be able 
to control their purchases and who 
have reserves which may be called 
upon if needed. We might say that 
this customer is a preferred risk. 
The second kind of account is 
what is generally called the instal- 
ment account. This name hardly 
seems to be in keeping with present 


T= field of consumer credit is 


by CLARENCE E. WOLFINGER 
Credit Manager, Lit Brothers, Philadelphia 


day practice and thinking. In the 
minds of many people it has an un- 
pleasant antecedent history due to 
its abuse in the past by both the 
customer and the creditor. 
Instalment buying at one time, 
you probably have heard, was looked 
upon with disfavor. Only those 
living on the least desirable side 
of the tracks bought merchandise on 
the deferred payment plan, or so it 
was believed. But the selling of 
automobiles on the instalment plan 
in the early 20’s changed this con- 
ception drastically. Today, the in- 
stalment account is a profitable, de- 
pendable and necessary selling me- 
dium. It makes possible a better 
selling method for more expensive 
electric appliances and household 
furnishings, of course to the benefit 
of both buyer and seller. There was 
a time when the merchandise, if not 
promptly paid for, was immediately 
taken back by legal action, or re- 
plevined, depriving the buyer of its 
use. At the same time, all the pay- 
ments that had been made were 
retained by the seller. This practice 
has long since disappeared except 
in very few isolated cases. Many 
states have new legislation giving 
certain rights to the buyer which 
heretofore were denied. Deferred 
payment accounts can be used for 
the purchase of a gas range or a 


frying pan. 


pean payment accounts 
are available for all types of 
general merchandise and they are 
used by people in all walks of life. 
Fifth Avenue shops in New York, 
Chestnut Street stores in Phila- 
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delphia, Euclid Avenue establish- 
ments in Cleveland, and Market 
Street emporiums in San Francisco 
attract the deferred payment ac- 
count buyer. Many of the higher 
priced shoe stores advertise the 
divided payment account as a means 
of influencing buyers toward higher 
priced merchandise. 

The names given to this type of 
account vary. Generally, there are 
two approaches to deferred payment 
accounts. One is the plan where 
a credit limit is set and the customer 
is always open to buy up to the pre- 
arranged amount as long as monthly 
payments are met. The credit limit 
is figured on the amount of the 
monthly payment. For instance, if 
the customer agrees to pay $10 
a month, and the account runs for 
six months, the credit limit is $60. 

The second type of this account is 
arranged for a single purchase or 
group of purchases and the credit 
department must be re-visited, or the 
customer solicited to make further 
purchases. Both of these types of 
accounts have grown tremendously 
in the last few years in public ac- 
ceptance as selling and promotional 
mediums. The title to the mer- 
chandise generally passes at the time 
of delivery and the customer merely 
signs an agreement to pay for the 
merchandise but without recourse. 


TILL another plan of deferred 

payment buying is the Condi- 
tional Sales Contract or Lease Sales 
Contract, usually for household 
furnishings and large ticket mer- 
chandise. Here the customer signs 
an agreement wherein the title to the 
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merchandise is retained by the seller 
until all payments are completed. 
As previously mentioned, State laws 
have materially changed some of 
these contracts and certain rights 
which heretofore were denied and 
developed into abuses now accrue 
to the purchaser. While on the 
previously discussed account the 
contract may range from three to 
twelve months, in the Conditional 
Sales Contract the length of time 
may be extended one to two years or 
even longer. 


Since Conditional Sales Contract 
accounts are usually for purchases 
of large amounts and they obligate 
the buyer over a long period of 
time, there is necessarily a greater 
credit risk. In the 30-day account 
our problem is quite different. If 
a customer becomes temporarily out 
of employment, or his income has to 
be diverted to unusual expenses such 
as doctor bills or hospital costs, he 
can conserve funds by not using his 
30-day account, or limit his pur- 
chases. Should the same circum- 
stances arise in connection with an 
account which has already been obli- 
gated for a fixed monthly sum, pay- 
ing problems are more likely to 
arise. 


ane of the type of 
consumer credit being consid- 
ered, all new credit should be inves- 
tigated. The main source of credit 
information for the determination 
and appraisal of all consumer credit 


risks is the local credit bureau. 
In very small communities, of course, 
the retailer who accepts credit knows 
almost everybody personally and 
reputation of paying habits is a part 
of the town topics or over-the- 
counter conversation. In the larger 
communities and cities, this informa- 
tion is filed in the local credit 
bureau. Credit checking is simpli- 
fied when there is only one central 
depository of credit information in 
each community. Credit bureaus 
are a community service. The ma- 
jority of those now in operation are 
reliable sources of information. 


Fundamentally, the strength of 
the credit bureau depends on two 
things: first, the bureau manager 
himself and how he operates his 
bureau, and secondly, the coopera- 
tion which he receives from his 
fellow credit grantors. I think the 
second is just as important a factor 
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in a successful credit bureau as the 
first. These bureaus are reposi- 
tories of credit information. If all 
credit managers would file with the 
local bureaus their experiences on 
delinquencies, profit and loss ac- 
counts, bad paying habits, unrea- 
sonable requests and uncalled-for 
adjustments, as well as all other 
such pertinent information, a great 
step forward would be taken in the 
overall credit picture in the city 
itself. Credit bureaus should not 
be looked upon, however, as de- 
positories for the records of slow 
pay accounts and dead beats only. 
The better paying habits are in the 
greatest number and are a matter 
of record too. 


HERE there is a credit bu- 

reau, all information should 
filter through the bureau. Some 
credit managers check given refer- 
ences direct and, of course, they 
receive favorable replies. Conse- 
quently, they often approve credit 
to a poor risk while in the credit 
bureau there is a record of bad 
experiences which could only be 
discovered by checking through the 
bureau and can never be learned 
when checking one or two picked 
references. 


The most acceptable procedure to 
follow in bureau cooperation is to 
file a copy of the credit application 
itself with the bureau. This gives 
the bureau all the information that 
appears on the application and, of 
course, the daily supply of other 
information should be a part of 
credit department routine. Quite 
often credit interviewers make nota- 
tions of their opinion of the appli- 
cant as a matter of record on the 
application. This is coded and 
passed on to credit investigators as 
a guide. 

There are, of course, many sources 
of information other than through 
the bureau which may have to be 
checked in specific instances. The 
plan of having the bureau do the 
credit checking and, if necessary, to 
call upon the bureau for extra infor- 
mation, seems best. There are times, 
however, when it is necessary to 
call the bank, the landlord, employer 
and many other intimate contacts, to 
settle doubts which may arise er to 
clarify situations which need fur- 
ther investigation. Valuable as the 
credit bureau is, the credit manager 


combines this information with his 
own appraisal of the different factors 
in passing on the application. 
Many bureau managers are will- 
ing that customers be referred to 
the bureau if credit cannot be ar- 
ranged because of certain records on 
file there. This is very helpful. It 
gives the credit manager an oppor- 
tunity to reconsider the application 
after satisfactory explanations have 
been offered. It also puts the cus- 
tomer on notice of the bureau’s activ- 
ities and is of educational value. 


UDGING a credit risk is the 

conclusion arrived at after the 
factors in the application have been 
fully checked and considered. Let 
us take for instance, the different 
factors which enter into the applica- 
tion and briefly look at these. 


To process the application prop- 
erly, the complete and exact name 
is necessary. We should have the 
first name and middle initial (if any) 
of both husband and wife. Tying up 
the first name with the correct 
spelling of the last name perma- 
nently identifies the customer and 
avoids the possibility of misfiling or 
misinterpretation. If recently mar- 
ried, the maiden name and former 
address of the wife is helpful. We 
should know whether the applicant 
is single, married, divorced, sepa- 
rated or living apart from family, 
and whether a senior or junior. The 
name should always be compared 
with the signature. Further, the 
signature becomes a _ continuing 
means of identification for many 
credit services, as well as for the 
authorization of merchandise. 

Next, we need the address at 
which the applicant lives and the 
length of time at this address. 
Neighborhoods effect an impression 
on the appraisal. It is not necessarily 
true that because a person lives in a 
poor neighborhood he is a poor 
credit risk, any more than it is true 
that because a person lives in a good 
neighborhood he is a good credit 
risk. Large cities, however, have 
pretty well defined neighborhoods 
and a general knowledge of residents 
and employment is useful for intelli- 
gent credit appraisal. 


REVIOUS addresses within a 
period of three to five years 
should be secured, in order to pick 
up any bad paying experiences at 
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other addresses—maybe in your own 
files. If an applicant has moved 
around a great deal, there is cause 
for further investigation. A whole 
chapter could be written on the 
name and address phase of the appli- 
cation, but we must hurry along. We 
should also consider the means by 
which the customer receives the in- 
come which pays the obligation, that 
is, what is the source of employ- 
ment, what kind of a position is 
held there, how long employed, 
working full or part time, the type 
of business done by the company 
and its standing in the business 
world, as well as the product which 
they manufacture. 


Other sources of income are valu- 
able information, such as the names 
or knowledge of other members of 
the family who are working. In 
these days of high living costs, we 
often find that both husband and 
wife are working but a large amount 
of credit extended on the strength 
of two incomes may be unwise. 
Many things can happen within a 
short time so that one of these in- 
comes might be cut off entirely and 
the remaining income may be im- 
paired by the additional strain on it. 
Unless two in the family have been 
working for a long period of time 
and there are no other dependents, 
there is good reason to question the 
continuance of both incomes indefi- 
nitely. This is particularly true of 
large deferred payment contracts in 
which the period of payment goes 
over a long time, say a couple of 
years. 


HERE are other details in the 

application which come in handy 
and which are helpful in the credit 
appraisal although many of them 
may not be immediately necessary. 
Some are taken only for informa- 
tive purposes and some for future 
guidance. 


It is good business to have a 
credit application sufficiently com- 
plete to take care of the applicant’s 
present credit requirements as well 
as possible future needs. At the 
same time, there is a difference in 
the investigation and information re- 
quired in selling a $25 suit of 
clothes as against a complete $1500 
furnishing of a home from cellar to 
attic. In the first case, a statement 
of income may not be important; in 
the second case a financial statement 





The author of this article is an expert on credit both 





wholesale and retail. A past president of the Credit As- 
sociation of Eastern Pennsylvania and currently vice- 
president of the National Retail Credit Association he is 
uniquely qualified to describe the problems and prac- 
tices of credit at the retail level. 


may be necessary. Generally, income 
can be estimated from the position 
Leld or the nature of the applicant’s 
business. 

Knowing whether or not the appli- 
cant owns or rents the property is 
helpful, although not all people 
who own houses are at better advan- 
tage than those who rent. There are 
many debatable questions on 
whether ownership is more profitable 
than renting. Ownership does not 
specify stability although it may 
mean the inability to get out of 
changing neighborhoods with the 
same ease as would be possible under 
a rental program. Knowing the 
names of the real estate agent or 
landlord is also helpful. 

Other information of value is 
whether or not there is a checking 
or savings account. This may only 
be a guide because it is practically 
impossible to verify the amount on 
deposit and some accounts today 
with well-known banks are run on a 
payment-for-deposit-and-check basis, 
with no required reserve balance. 
Customers often volunteer informa- 
tion that they have savings ac- 
counts and give such confidential 
information. They also speak of 
life insurance policies and govern- 
ment bonds in reserve. These 
should be noted when so given. 

Accounts with other stores and 
business references, as well as per- 
sonal references are all helpful. In 
many cases they contribute to a 
better collection medium than they 
do a credit granting medium. Over 
a period of years, it has been proved 
that very few credit applicants give 
references which do not prove to be 
satisfactory when checked. 

Applications for consumer credit 
come in various ways and very 
often the application does not even 
contain a signature. During active 
solicitation campaigns, new accounts 
are solicited by telephone, by em- 
ployees, and through devious other 
means. Occasionally, it is the ex- 
ception rather than the rule that 
an account is arranged without any 
signature from the contracting 
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parties. In the same way, deferred 
payment accounts are often ar- 
ranged. Consumer credit is primarily 
selling; the principal objective is to 
put the consumer in a buying mood 
and make buying easy and conven- 
ient. If transactions are held up 
because of small technicalities, buy- 
ing goes elsewhere. Just as much 
as any other strata of credit grant- 
ing, consumer credit is sales-minded. 


wae years ago, I took a job 
in the paying teller’s depart- 
ment of a bank, and on my first day 
I asked the head teller what to look 
for to identify a counterfeit. His 
answer left quite an impression. He 
said, “Learn to recognize a good 
note so well that any discrepancy 
will immediately become noticeable 
and would point out a bogus bill.” 
It seems to me that the same thing 
is true in a credit application. 
Credit men often play hunches in 
their appraisals just as much, and 
maybe more so than in any other 
professions. If the credit man does 
not have that sixth sense that warns 
him about an application that is out 
of line, then he does not have the 
qualifications that most credit men 
have. Every credit man is cautious ; 
some too much so. The sales- 
man always sees the doughnut ; some 
credit men only see the hole. The 
best credit executive sees a great 
big doughnut with only a very small 
hole. 

One of the great problems in re- 
tail credit is the frequent changing 
of addresses and the inability to pick 
up a previous address under which 
a bad experience was recorded. In 
other words, poor credit risks move 
around from place to place and fail 
to disclose previous addresses, so 
that credit relations may very often 
be re-established and result in other 
bad experiences. 

There has been a tendency lately 
to try to make the Social Security 
number a part of the application, 
which would definitely tie the indi- 
vidual with the application. This is 
desirable but not so easy because 
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most applications are made by the 
wife. Some who extend consumer 
credit lean over backwards in get- 
ting details; others are satisfied with 
smatterings. Neither is right. It is 
not necessarily true that a detailed 
history of every applicant is re- 
quired, any more than it is true that 
you can safely open every account 
with just a name and address, al- 
though many satisfactory accounts 
have been established on just such 
meager information. 


One of the best yardsticks of the 
type of application and the extent of 
information required for wholesale 
business is an analysis of your profit 
and loss accounts. Through this pro- 
cedure it is possible to determine 
what should be done for a more in- 
telligent credit department operation. 
Please don’t think, however, that 
credit can be extended to the con- 
sumer without some risk and very 
often the credit risk can be liberal- 
ized without a corresponding in- 
crease in delinquencies and bad ac- 
counts. In other words, it does not 
pay to be too conservative in ap- 
proving credit nor does it pay to be 
too liberal. One thing is certain— 
you cannot be wide open at both 
extension and collection of consumer 
credit. 


REDIT limits are a debatable 
subject. In consumer credit, 
limits are often only a measuring 
stick or control for clericals. On all 
retail accounts, some appraisal is 
made of the account and its value; 
then the account is assigned a credit 
limit. It was previously stated 
that when a limit is assigned to a 
30-day account, it is often considered 
reasonable to allow twice the amount 
of the credit limit to be charged 
because of the overlapping of the 
monthly bills and payments. 
Generally speaking, the credit 
limit is determined at the time the 
application is taken—based on in- 
come, resources and previous credit 
experience. The customer is asked 
to what extent the monthly bills will 
run. If this estimate seems high 
in proportion to approximate in- 
come and expenses, then of course it 
is advisable to ask more questions 
about ability to pay such an obliga- 
tion. 
Again, limits are considered only 
a guide for the bookkeeper or 
authorizer to use before referring the 
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account to someone higher in 
authority. Where two or three con- 
cerns in the same city extend retail 
credit, we often wonder whether 
the credit limit that is set by each 
credit manager is determined for 
his store alone or as an overall limit 
of that particular customer within 
the city. Complete credit control 
of most retail accounts can only be 
effected by authorizing every trans- 
action in the credit office, which in 
many cases would retard sales. 


O accounts which have had no 

previous credit experience, a 
watching period should be assigned 
to determine buying and paying 
habits and particularly to deter- 
mine whether or not the account 
gets out of line with the first or 
second bill. After an account has 
been established and a satisfactory 
paying habit built up, in most cases 
it is safe to assume that the original 
limit has served its purpose, and 
from that point on, we appraise 
principally by the customer’s paying 
experience when combined with all 
other factors. 


Notwithstanding this, accounts do 
get out of line every once in a 
while; customers go on _ buying 
sprees; morale breaks down and 
frauds occur. However, these are 
unusual cases and it would work a 
hardship on every good paying cus- 
tomer to place safeguards around all 
accounts to prevent one account from 
getting out of line. Very few of 
the accounts which get out of line 
deliberately overbuy or load up. The 
load-up and fraud case is the excep- 
tion rather than the rule. The cus- 
tomer’s convenience and ease of 
buying have always been para- 
mount in retail credit. 


HE collection of retail credit ac- 

counts can be divided into three 
D’s. We have three C’s of credit. 
Let us have the three D’s of col- 
lection. 


In the preliminary stages of col- 
lection, except in isolated cases, the 
procedure is somewhat mechanical. 
A certain number of days after the 
account is due, a follow-up system is 
set up so that a reminder notice of 
some type automatically goes out if 
the bill is not paid, and this generally 
brings a great number of responses. 
Following this, within a specified 
time, a second notice goes out, and 


if payment is not made within an- 
other specified time again a notice is 
mailed. While all of this is usually 
automatic, there is every reason to 
say at this time there should be 
some thread of practicality woven 
in this kind of an operation. Cer- 
tainly if an account is entirely out 
of line, or if it is loaded up, or if 
fraud is thought to exist, it would 
be foolish to send a series of pre- 
liminary notices. This should 
should be treated separately and 
immediately. 

The first D in the collection of 
accounts after the so-called pre- 
liminary notice, and where there is 
no evidence of fraud or any signs 
of unusualcircumstances, is DIPLO- 
MACY. While it is often considered 
that customers frequently do not 
read the full text of notices which 
are sent to delinquent accounts, the 
latter must be couched in acceptable 
language and not be offensive in any 
way to the customer. The element 
of diplomacy weaves itself all 
through collection procedure. 

The second of the three D’s is 
DISINTEGRATION. Through 
this process, there should be weeded 
out unusual cases on which the 


ability to collect depends on speed 
rather than patience, and in such 
cases it is urgent to put on pressure 


and to put it on fast. In other 
words, these are accounts that can 
pay but bluff it along rather than 
come across. Any procedure except 
rough hammer tactics seems to be ac- 
ceptable in these cases and the dis- 
integration process should separate 
this kind of account from the other 
kind—those who would like to pay 
but because of unusual circum- 
stances are not able to do so. 


To those whose past records are 
clear and there is no possibility of 
fraud or misinterpretation, every 
effort should be made toward being 
helpful. Additional credit may even 
be considered under unusual cir- 
cumstances in order to preserve the 
goodwill of the customer. Some 
may think it is a foolish procedure 
to throw good money after bad but 
too many delinquents shop for cash 
in your competitor’s store while pay- 
ing your bill in monthly dribbles. 
People have to live in spite of the 
fact that they have a delinquent ac- 
count. If there were cash in abun- 
dance and no other demands on 

(Continued on Page 39) 
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This is what Dartmouth looks like from the air! 


AN IDEAL SETTING FOR THE 


STUDY OF CREDIT MANAGEMENT 


HEN credit, financial 
and other executives who 
make up the members of 


the Graduate School of Credit and 
Financial Management come togeth- 
er on the afternoon of August 6th, 
they will meet on a most beautiful 
college campus and in one of the 
most charming of all New England 
towns. Those who have never been 
privileged to be in Hanover and at 
Dartmouth cannot imagine the mag- 
nitude of the natural beauty that 
greets one as he drives from any 
direction into the town. 

Neither can those who have never 
sojourned in New England and es- 
pecially in New Hampshire during 
the summer months visualize what is 
in store for them as they journey to 
Hanover. They will soon find them- 
selves in the heart of the playground 
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by DR. CARL D. SMITH 


Director of Education 


of Western New Hampshire where 
more than two hundred mountain 
peaks rise from fifteen hundred to 
three thousand feet above sea level 
and where one hundred and fifty 
lakes beautify the landscape. Two- 
thirds of this area is covered with at- 
tractive woodlands through which 
trails wind for miles for man on 
foot, on horse, or in his motor car. 
No wonder then that the summer is 
pleasantly cool at night and that 
daytime temperatures average sixty- 
five degrees throughout July and 
August. 

The accessibility, climate and 
charming countryside have made 
Hanover and Dartmouth a perfect 
location for the Graduate School. 
Here executives can get away from 
the noise, the confines and the rush 
of the city to an environment ideally 





made for the kind of activities which 
the Graduate School sponsors. 

The village of Hanover overlook- 
ing the Connecticut River, has a 
population of about 3,500. It is 140 
miles northwest of Boston and 275 
miles north of New York City. Rail 
and plane connections are easily 
made to the north, west and south, 
and for the motorist, Hanover is one 
of the most accessible points in New 
England. Excellent highways, in- 
cluding main routes to the White 
Mountains and Canada, extend all 
the way from New York, Boston 
and other major cities in the East. 

The immediate location of Dart- 
mouth is on a broad plateau from 
which one looks westward across 
the Connecticut River. All about 
rise pine-clad hills, extending north- 
ward to the White Mountains, some 

(Continued on Page 32) 
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Adrift On a Sea Of Red? 


S. O. S. YOUR CREDIT MAN! 


cupied pedestrians will, backed 

away, muttered apologies, and 
started off again. One of them, his 
train of cogitation broken, pivoted 
in time to see the other man step up 
to a theater ticket window, buy a 
ducat, and enter. 

“Now, where’ve I seen THAT 
fellow before?” mused John LeBeau 
as he turned to resume his walk, and 
his thoughts. Somehow the other 
man’s identity seemed important to 
the knotty problem LeBeau had been 
weighing. 

It was. 

LeBeau, representative assigned 
by the Los Angeles Credit Man- 
agers’ Association to study the puz- 
zle of why the million-dollar Brog- 
dex Company, a vital cog in the 
citrus and fresh-fruit industry of 
California and Arizona, was wob- 
bling on its financial knees, looked 
up at the title on the marquee and 
thought he had a clue. 

LeBeau remembered the man as a 
Brogdex machinist who was turning 
in overtime almost every day; in- 
variably on holidays and week-ends. 
It seemed the man seldom put in less 
than a 14- or 16-hour day. 

“That fellow’s supposed to be over 
in Redlands today, getting our wax- 
ing plant back into service,’ LeBeau 
told himself. He opened his note- 
book, already half-filled with infor- 
mation and provocative leads after 
only two days at the Pomona head- 
quarters, and wrote down the ma- 
chinist’s name, the hour and the 
date. 


Te two men collided as preoc- 


. incident was only one in a 
welter of contradictions. Here 
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by TOM CAMERON 


Staff Writer, Los Angeles Times 


was a big corporation, nearly 30 
years old, which in 1922 had devel- 
oped a revolutionary process for the 
preservation of fruits and vegetables 
between the field and the market 
basket, yet which was on the verge 
of involuntary bankruptcy. 

Brogdex chemists and engineers 
had designed and built machines 
which sprayed oranges, lemons, 
limes, grapefruit with hot wax in the 
form of fog, and then polished the 
fruit to a high and enticing luster. 
The wax coat sealed in the fruit’s 
natural moisture, holding shipping- 
weight losses to practically nil. 

Yet its creditors were hounding it 
for payment. of overdue accounts, 
and its plight had become a source 
of deep concern to its creditors. If 
Brogdex went to the wall, its assets 
would be dissipated to the four 
winds and its suppliers would suffer 
heavy losses. And the Brogdex pro- 
cess, for a quarter-century the stand- 
ard of scientific fruit preparation, 
might be lost to the fresh fruit and 
vegetable industry. 

The credit association sped to the 
rescue. 


D. JOHNSON, executive 

* manager - secretary of the 
credit group, tapped M. W. Engle- 
man, manager of the association’s 
adjustment bureau, for the rescue 
job. At a general meeting of Brog- 
dex officers and their creditors, an 
assignment was executed, naming 
Engleman as assignee, for the ben- 
efit of the creditors, who numbered 
350 and had half-a-million dollars 
coming to them. LeBeau was chosen 
as Engleman’s assistant in the effort 
to conserve an industry, save jobs 


for hundreds of men, and avert 
heavy losses to creditors. 

As Johnson expressed what fol- 
lowed, “The Brogdex story is the 
story of a business saved by the con- 
structive and cooperative efforts of 
the creditors, made possible by the 
adjustment facilities available in our 
association—facilities that exist also 
in our sister groups throughout the 
country.” 

Things were just about as bad 
with Brogdex as they could possibly 
be. Bank overdrafts totaled many 
thousands of dollars. Payroll, ex- 
pense and mileage accounts due per- 
sonnel were overdue. Taxes—social 
security, unemployment, personal 
property and withholding—all were 
delinquent, with penalties and inter- 
est accruing daily. When Engleman 
took over, the company was hypoth- 
ecating invoices with almost indeli- 
cate haste, taking them to the bank 
and discounting them at 80 per cent 
of their value, with the remainder 
held in reserve by the bank. It often 
became necessary to repurchase slow 
accounts. 

This proved tough on the as- 
signee’s administration, for since 
most of the accounts receivable had 
been hypothecated, the receipts had 
to be delivered to the bank. 


NGLEMAN was dismayed by 

some other company practices. 
He found it had been certifying for 
payment all invoices without ever 
bothering to check delivery, quan- 
tity or quality. He immediately 
ordered the weighing, counting and 
inspection of every incoming ship- 
ment before okaying payment of 
the bill. 
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Other quarters in which the com- 
pany’s economic lifeblood was slip- 
ping away included duplication of 
insurance coverage, with up to $15,- 
000 being paid uselessly. Slipshod 
estimates of plant and machinery 
depreciation and replacement were 
costing $10,000 in unnecessary taxes, 
he found. Inventory declaration in 
excess of replacement costs and 
overstatement as to the value of ob- 
solete and slow-moving goods had 
been customary, Engleman found. 

The business was almost at a 
standstill. Something was needed to 
get up its momentum again if there 
was to be any hope of surmounting 
the fiscal foothills ahead. 

“T need $30,000 cash right now,” 
Engleman told Johnson, “if we’re 
going to stay in business another 
week. Without some liquid capital 

. well, I can’t see .. .” 

The loan was made by the credit 
association. 
























Degas normal conditions Brog- 
dex would have been an excel- 
lent risk. Besides the main office, 
shops and laboratory in Pomona, 
and branch offices and warehouses 
in Brawley, Santa Paula, Lindsay, 
Escondido, Redlands and Anaheim, 
all in California, there were branches 
in Phoenix, Ariz., McAllen, Tex., 
and Humboldt, Tenn. A _ wholly- 
owned subsidiary, the Fruit Treat- 
ing Corp., functioned in Orlando, 
Fla. Ramifications of Brogdex were 
almost world-wide, with representa- 
tion in Mexico, Italy, North Africa 
and Palestine. 

Engleman soon discovered that 
the Orlando operation was bleeding 
Brogdex to death. It was so ineffi- 
ciently operated that its drain alone 
would bankrupt the parent concern 
if not stopped. 

“Sell it!” Engleman told LeBeau. 

LeBeau got $142,500 for it from 
a Florida citrus concern. The Texas 
and Tennessee branches were leased 
to a prospective buyer. A good be- 
ginning in the rehabilitation effort 
had been made. 

But a new blow fell. 

California experienced a disas- 
trous freeze in the winter of 1948- 
49. The lemon industry was faced 
with ruin, for there never had been 
acommercially practical way of sep- 
arating frozen from sound fruit so 
that the edible portion of the crop 
could be marketed. 





























BROGDEX COMPANY 
COMPARATIVE BALANCE SHEET 


ASSETS 
Current 
10-20-48 10-31-49 
NE ih posed daa kesiek ek serkeben 9,252.36 24,119.30 
Accounts, Contracts, Notes ............ 213,634.47 124,416.06 
I ins ona is engendadesnsnne ds 365,428.54 273,588.78 
Tentative Carry-Back Adjustment 
PoGowel Tacome Tax .... 6. .cccccceess 101,899.72 
Total Corvent Assets «oo. cc cccesic 690,215.09 422,124.14 
nie ik ial eine aan Wen as 141,500.00 
te tii poet ed ee eed aa 14,385.95 58,628.93 
EE ET re ee ee 759,601.84 692,682.63 
i cin is nln bua wlan di 15,000.00 
Sit midi ata ea chun team e eed 1,605,702.88 1,188,435.70 
LIABILITIES 
Current 
I hips Keweenaw iamwns 3,733.44 
Accounts Payable—Trade ............. 162,986.30 26,934.78 
Accounts Payable—Other ............. 5,266.48 100.00 
Comtretin TE oon i ns dc ciecccceses. 1,153.80 
Advance Payments on Contracts ........ 40,019.19 34,047.71 
Notes Payable—Bank ...............-. 187,686.80 9,000.00 
Notes Payable—Other .............-.. 54,239.61 32,605.14 
Taxes and Employees Payroll Deductions 32,063.79 6,489.70 
fe TTT TTT ETT LTT Le 36,474.47 30,284.80 
Total Current Liabilities .......... 523,623.88 139,462.13 
Deferred 
Notes Payable Due After One Year 
ea Ole ca en al Cas 49,500.00 39,750.00 
is ik adh dee hans bie eanea eh 65,000.00 
TOO EA ois ck coc aecccenss 638,123.88 179,212.13 
Capital 
Capital Stock Outstanding ............. 710,140.00 710,140.00 
SD Ab iektege ved Naked s ove Meee 155,539.28 299,083.57 
Reserve for Contingencies ............. 101,899.72 
Pe NE 6 sh ds ssawinrwvask¥as 967,579.00 1,009,223.57 
Cb reacednuss Mebatawavaneads 1,605,702.88 1,188,435.70 
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Brogdex chemists, almost provi- 
dentially for the growers, shippers 
—and Brogdex—came up with a so- 
lution. They developed a method of 
separating frozen and sound lemons 
which proved 98 per cent perfect. It 
won quick approval from the U. S. 
Department of Commerce and was 
welcomed by the shipping industry 
and the eastern markets. 

The development was credited 
with saving the lemon industry of 
California, and the licensing and 
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sale of separation equipment gave 
Brogdex a much-needed lift. 
Meanwhile, the assignee, with a 
good credit rating, cut off the hand- 
to-mouth purchasing policy of the 
previous administration. Because he 
could qualify as a mill buyer instead 
of a jobber, he bought the lumber 
and steel needed for the fruit-sepa- 
ration and other machines and 
equipment at a saving of one-third 
in carload lots. 
(Continued on page 38) 


Some concrete suggestions for 


Setting Credit Limits 


by E. A. ZILMER 


Credit Manager, Hinson Manufacturing Company, Davenport, lowa 


tion, there are many factors to be 

considered. Some of them are fa- 
vorable and some of them are un- 
favorable. These factors vary from 
customer to customer, and also vary 
with the trend of the individual’s 
business, and with the trend of gen- 
eral business. 

Looking over his shoulder while 
the credit executive reads over a 
credit report, we find he analyzes 
the financial statement and gives 
consideration to the customer’s 
method of paying his obligations, 
and then digests the other informa- 
tion the reporter has put into the 
report. Eventually, by a series of 
mental gymnastics and a good deal 
of guesswork, he arrives at a figure 
which he hopes will represent how 
much credit his firm may wish to 
risk on this particular customer. 
Should he be in an expansive mood, 
the figure could be comparatively 
large; if he is in a bad mood, the 
figure he would arrive at would like- 
ly be much smaller. Or possibly, he 
would set the limit at 5% or 10% of 
the customer’s net worth. 

Isn’t that about the way we do it? 
We have nothing much to measure 
by, no pattern to follow, and this 
does not seem to be a very scientific 
approach to so important a matter. 
It seems logical, therefore, that some 
kind of a system should be estab- 
lished so that there would at least 
be sufficient consistency so that the 
same result would be arrived at in 
one case as in another case where 
the facts and figures are similar. 


‘ APPRAISING credit informa- 
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Editor’s note: One of the projects of 
the Credit Research Foundation is the 
compilation of a booklet on practical 
and simplified methods of determin- 
ing credit limits. To that end they 
would appreciate comments from 
readers on the two questions follow- 


ing: 


What is your opinion of the 

author’s formula? and 

What method of setting credit 

limits have you developed from 

your own experience? 

This question of setting credit lim- 
its has been tossed around for years 
and undoubtedly will be tossed 
around for many more. Nevertheless 
the benefit of other executives’ 
thinking can be of great value in judg- 
ing the merits of your own present 
system. Please write your comments 
to the Credit Research Foundation, 
Inc., 79 Madison Avenue, New York 
16, N. Y. 

* 


IFFERENT Credit Executives 
likely would place varying 
values on the information furnished 
while analyzing credit and trade in- 
formation, and while the number of 
factors is almost limitless, neverthe- 
less certain of them form a definite 
pattern. Therefore, it seems neces- 
sary that we apply some arbitrary 
values to those factors which do 
form a pattern. And while it is true 
there is need for a certain flexibility, 
nevertheless it seems logical to as- 
sume there ought to be some means 
of establishing a precise basing point 
from which the flexibility might be- 


gin. In other words, give specific 
values to specific details and let the 
flexibility begin after that point has 
been reached, based upon other fac- 
tors which do not always fit into 
the pattern. 


Working from this angle, and to 
enable me to arrive at the same de- 
cision twice in a row from the infor- 
mation furnished in any credit re- 
port, I have set up some specific 
positive and negative values on a 
number of the important factors. 
These values are on a different plane 
for a customer who does not furnish 
financial information than they are 
for the customer who does supply 
such information. 


Since some of the information 
may be of a negative or detrimental 
nature, some minus figures are 
shown. These minus figures of 
course would be subtracted and the 
plus figures would be added, so that 
if the detrimental information over- 
balances the favorable information, 
you would arrive at a negative re- 
sult and this of course would indi- 
cate extending credit was not jus- 
tified. 

The units of value have been set 
so that, after subtracting all of the 
minus values from the total of the 
plus values, a basing point would be 
arrived at, which, in hundreds of 
dollars, will be the starting point for 
arriving at the credit-potential. 

The formula in the box has been 
arrived at after much revising and 
rearrangement of items and values. 


(Continued on page 40) 
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AN OUTSTANDING FEATURE OF 
CHASE MONEY TRANSFERS 


"Tee rapid transmission of funds so vital to 
American commerce and industry largely de- 
pends on three basic factors—an efficient organ- 
ization, modern methods of communication and 


broad nationwide coverage. 


When a transfer order is placed with Chase, it 
is processed immediately by a staff of specialists 
and sped to its destination via telegraph, tele- 
type or telephone. An important and flexible 
link in this efficient transfer system is our net- 
work of correspondent bank relationships which 
enables us to direct transfer orders to desig- 


nated points throughout the nation. 


We offer unexcelled facilities for the direct 
transfer of funds to all parts of the United 
States and welcome the opportunity of serving 
our customers. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Cor poration 
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LEGAL NEWS AND NOTES 


of interest to financial executives 


Fears of Users of Trust 
Receipt Plan Allayed by 
Change in §60-a of the 
Bankruptcy Act. 


T LAST a major rewriting 
A of the much-discussed §60-a 
of the Bankruptcy Act has 
taken place (March, 1950), the ef- 
fect of which will be to place more 
confidence in certain types of secur- 
ity devices (trust receipts, etc.). 
Though many legal writers and 
practitioners had predicted that no 
court would hold a trust receipt in- 
valid under §60-a, as against a 
trustee in bankruptcy under what 
has been called the “bona-fide pur- 
chaser” test, it did nevertheless hap- 
pen in the recent case (just before 
the amendment of §60-a) of Harvey 
Distributing Company, Incorpo- 
rated, No. 17-965 in the Richmond 
Division, Eastern District of Vir- 
ginia of U. S. District Court. 

Some discussion of the general 
nature of the device known as trust 
receipt may be appropriate here. 
Briefly, this somewhat new financing 
device in the commercial world con- 
templates that the banker or finance 
company is to take title to machines 
(autos, vending machines and the 
like), or goods, from the manufac- 
turer but that the financier shall turn 
possession of the articles over to a 
dealer (by negotiating bill of lad- 
ing or in other manner) taking 
meanwhile trust receipts from the 
dealer in exchange. These receipts 
recite that the dealer holds the 
goods upon the conditions that title 
remains in the banker (entruster) 
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Reviewed by Carl B. Everberg 


Assistant Professor of Law, Boston University 


but that the dealer (trustee) is at 
liberty to sell the goods on account 
of the banker and that the proceeds 
of sales are to be held in trust for 
the banker. 

The authorities were divided 
(and are now divided) as to 
whether this type of transaction is 
good against creditors of the dealer, 
especially where there was no re- 
quirement for recording such se- 
curity interest. It thus came under 
the ban on secret liens. However, 
in a number of states (27 at the 
last count—see Credit Manual of 
Commercial Laws, 1950, at p. 158 
for the list of states) legislation in 
the form of the Uniform Trust Re- 
ceipts Act helped to stabilize this 
uncertainty by providing for a fil- 
ing of a statement of intention to 
enter into this transaction with the 
office of the Secretary of State. 
Upon properly complying with the 
statute the entruster’s security in- 
terest is stated to be valid and en- 
forceable against creditors of the 
dealer (trustee). However, pur- 
chasers from the borrower in the 
ordinary course of trade are fully 
protected from the assertion of any 
claim from the banker, though tech- 
nically the dealer does not have title 
to the goods. This is because of the 
recognition of the law that the en- 
truster constitutes the trustee, in 
effect, an agent to pass title to bona 
fide purchasers. 


{pina Bankruptcy Act does not tol- 
erate a favoritism, by one who 
is insolvent, of any creditor over any 
other creditor of the same class. 


Therefore any transfer by an in- 
solvent debtor of property for or on 
account of an antecedent debt (as 
where there is a resultant diminution 
of the assets) may be avoided by a 
trustee in bankruptcy of the debtor 
where the transfer took place within 
four months of the bankruptcy, and 
provided the creditor had reasonable 
cause to believe the debtor was in- 
solvent. 

How then could it be said, under 
the provisions of §60-a, before its re- 
cent amendment, that a debt was 
antecedent if the debtor, in parting 
with money or property, received an 
equivalent value? This would be the 
situation where a debtor might 
mortgage his assets for a loan. The 
answer lies in the fact that there 
might be a transfer for present con- 
sideration and yet, because the 
transfer was not completed or “per- 
fected” (as by recording, etc.) at 
least until some time later, the latter 
time would be the criterion as to 
whether the transfer occurred with- 
in the four months and not the time 
of the actual transfer. It was to at- 
tack secret liens that §60-a provided, 
in effect, that if the transfer was 
not perfected to the extent that no 
bona fide purchaser nor creditor 
could thereafter have acquired any 
rights superior to those of the trans- 
feree, it was not an exchange of 
values, because, whether the “per- 
fection” came later or never at all, 
it was not a transfer at the same 
time as the loan was incurred. It 
was, therefore, tantamount to trans- 
ferring property for or on account 
of an antecedent debt. Artificially 
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the Act declared that if-there were | [Js 7 |... - °° 7/ 
no such perfecting, the transfer took INSURANCE IN ACTION 


place immediately before the bank- 
rupty. Peel fe time) 


VER since §60-a was incorpo- 

rated into the Bankruptcy Act 
(1938) controversy has raged over 
its application in certain instances. 
It took the case of Corn Exchange 
Nat. Bank & Trust Co. v. Klauder, 
(1943) 318 U. S. 434, to declare 
that in states where notice of assign- 
ment to debtors in accounts re- 
ceivable is necessary to establish a | 


good assignment, and notice was not | 

given, the assignment was not per- Sales $() cee Net Profit $13 7,000 
fected and therefore it amounted to 
a preference. Many lawyers con- 


ceived that under the “bona fide 
purchaser” test, the application of 








When fire gutted the building of this Pennsylvania store, 
operations (and income) suddenly ceased. During the 





n- §60-a would produce absurd results twelve months needed to restore the building to use, sales 
es mein emplated in the inclusi aan and rents would have amounted to $850,000 and yielded 
of the section in the Bankruptcy Act. a net profit of $137,000. Overhead that necessarily con- 
| : Many such lawyers felt that no court tinued during the shutdown mounted to $51,000. 
mu would apply it rigidly to those situ- This would have added up to a staggering loss . . . except 
in | ations where goods were placed with for the foresight of this firm. They had protected them- 
ad factors or others for resale and in- selves with Business Interruption Insurance. Because 
ble | Hocent purchasers were protected by they had this insurance, in a sufficient amount, they col- 
in | law from any claims of principals or lected both the continuing overhead charges and antici- 
| financiers holding liens against the pated net profits . . . a total of $188,000 . . . just as if the 
ler | factors (as where consumers bought disaster had never occurred! 
ve. | goods from consignees, etc.). 
“ Professor Allison Dunham, in an 
ng article entitled Inventory and Ac- ° ° e 
an [counts Receivable Financing, said 
he [that the bona fide purchaser test ; 
‘ht PWould [if strained at] probably en- How much income would your firm stand to lose if fire or other 
‘he Gable any trustee in bankruptcy “to insurable hazard forced a shutdown? Worksheets prepared by the 
re {2validate every factor’s lien, trust Hartford make it easy for you to find out... and to figure how much 
‘n. Yreceipt, conditional sales contract, Business Interruption Insurance you need to keep free of loss. Send 


coupon for free copies ...or see your Hartford agent or insurance 
broker. In more than 5000 communities you can locate your Hartford 
agent by calling Western Union and asking “Operator 25” for his 
name and address. 


he | chattel mortgage, or similar security 
er- Plevice on goods held for resale 
at § [Italics ours], because almost with- 
ter Fout exception a good faith buyer in 
to fordinary course of trade can buy 
th- goods from a merchant free and 
me Fclear of any claim of a lender. Even 
though the security interest was ef- 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 





ed, ere Cea came eeneeig “De | em mreeretnreecenteneneenenennneeronenens 

'@ | fore bankruptcy, the transfer of the 

ae interest is never complete, it is said, 

as because a bona fide purchaser can 

_ acquire an interest superior to that FIRE INSURANCE COMPANY ' 


of of the lender.” Continuing Mr. Dun- 
er- | am says: “It would destroy all in- 
all, | Ventory financing unless the Bank- 
me | Uptcy Act were to be amended.” 
It And then, prognosticating that no 
ns- # Court could in reason and common 


Hartford 15, Connecticut 


Please send free copies of work sheets for Business Interruption Insurance. 


cmap lsc ccleaner anc ss 


Firm Name 





. Address___ 
unt f Sense go that far, he said: “How- —_ 
lly oe Cy State 
y Harvard Law Review, February 1949, p. 588. | dEREONEEUUREEE NERS RE KOEN aeEeNKURNEEHORKOSRMROREdneenneueCnuEnaEE alee aia 
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ever, it is highly improbable that any 
court would reach this result, as 
none has done so in the ten years of 
operation of the statute.” Yet the 
court in the above case did go that 
far. And people who used the trust 
receipts plan were distressed beyond 
measure. A bona fide purchaser 
could obtain good title to goods cov- 
ered by trust receipts under the 
Uniform Trust Receipts law. Hence 
where goods covered by trust re- 
ceipts remained with the borrower 
with liberty to sell in the regular 
course of business, such receipts fell 
squarely under the §60-a section of 
the Act. 

But it was not long after this deci- 
sion which caused quaking amongst 
many financiers that Congress 
cleared it all up. Numerous attempts 
had been made during the years to 
amend §60-a. But last March 
(about the middle) this famous sec- 
tion was amended. While amended 
in various particulars the chief ef- 
fect was that the “bona-fide pur- 
chaser” test has been eliminated (at 
least so far as the sale of goods are 
concerned, though not so far as real 
estate is concerned). Hence it is 
certainly justifiable to assume that 
the Harvey case (above-mentioned ) 
would not be decided the same way 
since the amendment. 


The Magic of Book 
Accounts in Litigation 


—- accounts (generally, but 
not properly, called an account 
receivable) have acquired through 
the years a power hardly thought 
possible. Essentially a book account 
is no more than a computation or 
record of debits and credits. Yet it 
has such force and importance that 
it may be used as proof of the sale 
to a debtor, of the delivery of the 
goods, and of the price to be paid 
therefor. This knowledge should in- 
terest any credit man or administra- 
tive officer in a firm, since from time 
to time every creditor must take 
some debtor or debtors to court in 
order to compel payment of the in- 
debtedness to the creditor. 
Fundamentally, the proof as to 
whether something took place 
should be adduced from the level 
closest to the event itself. An eye- 
witness, for example, will describe 
what happened more authentically 
than one to whom the story has 
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been told (but who did not witness 
the event). From the earliest days 
of English jurisprudence, therefore, 
knowledge, from the seeing and the 
hearing of an event itself, has been 
the underlying basis of a witness’s 
ability to testify of it. It is from this 
basic rule that the so-called “hear- 
say” rule sprang. This rule has ex- 
cluded testimony from a witness 
who attempted to prove an event 
from something some one else had 
told him. And an entry in a book 
is, especially in modern methods of 
keeping bookkeeping records, a 
piece of hearsay. For it is frequent- 
ly entered by some employee who 
had absolutely no actual knowledge 
of the transaction which it repre- 
sents. 


BIT of history is useful here. 

Before the day of huge mer- 
cantile structures a business enter- 
prise was commonly composed af a 
proprietor himself. Such proprietors 
kept the books in their own hands. 
A sole proprietor, when put on the 
stand, was first asked if he were the 
one who entered the item in his 
book, or on the paper (or whatever 
material), whether he did so at 
about the time of the transaction, 
and whether it was in his usual 
course of business to do so (i.e., that 
it was original). And then, having 
so qualified, what he said with re- 
spect to making the entry was proof 
of the claim. For example, the ex- 
amining lawyer might ask the pro- 
prietor whether he could identify a 
certain book, and the proprietor 
would say: “This is the book I keep 
in my shop to enter purchases on 
credit.” And then pointing to a line 
in the book the attorney would ask: 
“Can you explain this entry?” “Yes, 
that is an entry I made when Mrs. 
Brown bought five pounds of sugar 
at five cents a pound, two pounds of 
butter at thirty cents per pound, and 
five pounds of coffee,” etc. And that 
kind of evidence was sufficient to 
prove the claim, including delivery 
of the merchandise, and the price. 
It was in the nature of a refresher 
of recollection rather than evidence 
itself. 

Another problem began, however, 
to arise in the later early years. Sup- 
pose the proprietor began to get so 
busy that he had to employ help. 
And suppose he had one clerk and 
that clerk also made entries in the 


books. How could he prove the ac- 
count? The courts, when this prob- 
lem began to be pressing, said that 
the clerk would have to be put on 
the stand and testify as to the entries 
he made, and the proprietor would 
have to be put on the stand to tes- 
tify as to his entries. There was no 
particular difficulty in that except 
that both had to be present to testify, 

A still more difficult problem then 
arose. As business expanded it be- 
came necessary to employ more 
clerks. Let us suppose that the 
proprietor used one of several clerks 
as bookkeeper, and that this clerk 
made entries in the books, not only 
of matters of which he had personal 
knowledge, but of matters based on 
information which a second clerk 
gave to him. This second clerk had, 
for example, delivered some hard- 
ware by wagon, and when he re- 
turned he simply informed the book- 
keeper that he had delivered s0 
many pounds of nails, and so many 
yards of screening, the bookkeeper 
entering such items. How were they 
to be proved? This was a case of 
“hearsay” evidence if the bookkeep- 
er testified as to items concerning 
which he had no personal knowl- 
edge. And the court in Kent v. 
Garvin, 1 Gray (Mass.) 148, held 
that a bookkeeper’s testimony of en- 
tries in a book were inadmissible for 
the reason that he had obtained his 
information from the drayman who 
actually delivered the articles, and 
the drayman was absent. Without 
his testimony the book was wholly 
inadmissible. (This was in 1854.) 


iA WAS not long, however, before 
hardships were produced by such 
a stringent rule, and especially with 
the advent of commercial enterprises 
employing a multitude of clerks, 
some of whom might be of the mi- 
gratory type, it was not always pos- 
sible to have on hand a clerk who 
passed information to the clerk who 
made the entries. Thus the various 
states began to relieve, through the 
legislatures (and sometimes through 
the courts) against these hardships. 
As an example, according to the 
statute in Massachusetts,? book ef- 
tries may be admissible, even though 
hearsay or self-serving, provided 
certain preliminary conditions are 
first met. Some proof must first be 
made that these conditions have been 


2 Mass. G. L. c. 233, s. 78. 
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met. These conditions are: 


(1) The entries must be made 
in good faith. One cannot present 
a record made up for the occasion. 

(2) The entries must be made 








’f before the beginning of the ac- 
d tion in which they are being 
" § used. It would be highly improper 
° f to make the entries after the begin- 
" F ning of the action. 
~ (3) It must be shown that it 
_ _was the regular course of busi- 
. | ness to make such memorandum 
e hor record at the time of such act, 
, | tfansaction, occurrence or event 
, | o: within a reasonable time 
y thereafter. 
‘ It is not necessary that the memo- 
1 | tanda from which the entries are 
; | transcribed be offered unless the 
j, court in its discretion requires them ; 
;. | nor is it necessary that the person 
.. | making the entry testify, unless the 
.. | court requires it. Nor is it necessary AME Pe ; ic A | N Sap MR 
4) | that the person having personal 
knowledge of the facts stated in the 
: entry testify, unless the court re- e BUT ara De RAL of 
ey quires it. However, when any entry , 4 
of § is admitted, all other circumstances INSUV ANCE Ra 
D- of the making thereof, including lack 
ag of personal knowledge by the en- ? . 
|. § tant or maker, may be shown to 
vy, | atect its weight. Hence it is safer . 7 tod a OU WHEN lie ATAU LTA) etT 4 
Jd @ t0 have other proof than the book 
n- @ ettries themselves. The defendant 
or tas the right to impeach them and _ caused by customer failures You can insure all, a selected group, 
sis @ COntradict them, and in absence of can be just as frequent and far or just one account. 
ho @ testimony of other witnesses (the | more costly than those resulting 
nd @ ‘lesman, the delivery man, etc.) the | from fire and other hazards. The Y ; Soar Oe er 
ut defendant may succeed in persuad- question is not will Credit Losses Fes will find our book ; Why Safe 
iy tg the court that they are untrue. wipe out your profits... but could ‘redits Need Protection interesting, 
.) Credit men can be of much aid toa Credit Losses wipe out your profits. er _ ee eee 
attorneys in cases involving litiga- And the answer is AMERICAN pee ig aE ihe the 
tion and trial, by having some famil- Crepit Insurance. It guarantees ee ee 
 Biaity with these matters and sup- ayment of accounts receivable... OU Cty Or write AMERI- — rf 
ch av ; me pay can Crepit INDEMNITY MRE 
th plying the attorneys with all perti- | protects one of your most valuable (Go. pany or NewYork. Was 
ses ent information as to the method and most vulnerable assets. Dept. 47, First National Pa 
“a4 of making entries, by whom they American Credit Insurance pays Bank Building Balti- 
i are made, from what persons the | you when your customers can’t... nore 2. Marvland. 
wid ne was obtained, = names enables you to get cash for past = ; 
| of persons participating in the trans- | accounts . . . improves your credit . 
- ation in any way, ai all memo- position with banks and suppliers. GA DPA? 
val anda, tickets, forms and other rec- PRESIDENT 
fhe ods. How much weight will be | OFFICES IN PRINCIPAL CITIES 
gh given to the mere entries themselves OF UNITED STATES AND CANADA 
ps. 27 well depend upon how well the Tae 
kins tvs teen, Ie sane baer el 
ch be remembered that the conditions ASA “ Ln al 
ied “der which book entries may be Wt srs) 
oa wed as proof may vary somewhat 





‘be ftom state to state. But this Massa- 
von iusetts statute may be taken as 
ting somewhat typical. 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


ee 


CEpiT AND FINANCIAL MANAGEMENT, May, 1950 27 


een 


1950 





Company of Detroit has ex- 

panded its accounting machine 
line with the release of an entirely 
new type of mechanical accounting 
machine, the “Sensimatic,” which 
features automatic control of its op- 
erations through a “sensing unit.” 
The machine, shown at the Annual 
Office Equipment Show in Chicago, 
was engineered and designed specifi- 
cally for accounting work. By per- 
forming its functions automatically 
according to instructions received 
from the “Sensimatic” control, the 


BR: RROUGHS Adding Machine 


machine achieves greater flexibility, 
speed and ease of operation, the 
makers claim. It is intended to fill 
the middle ground, in both price and 
performance, between the company’s 
small portable bookkeeping machines 
and the more expensive, highly spe- 
cialized automatic accounting equip- 
ment. 

The Sensimatic control unit is at- 
tached to the carriage. As the car- 
riage moves, the control unit trans- 
mits a series of rapid-fire instruc- 
tions to the 7,000-part working 
mechanism. It tells the machine to 
add or subtract, to select certain col- 
umns for printing the answers it has 
computed, to retain two totals simul- 
taneously, to print in red or black. 
The unit also automatically controls 
all of the operations of the new type 
of earriage. 

Brain cells of the control unit are 
the hundreds of projecting steel fin- 
gers which can be seen when the 
unit is removed from the machine 
and turned upside down. These fin- 
gers are locked in position in the 
unit in a pre-arranged pattern, 
which directs the machine automat- 
ically through a complete program 
of accounting operations. 

Four complete “brains” are as- 
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In The Modern Office 


sembled into each control unit to 
handle four different accounting 
jobs according to the user’s specifi- 
cations. The operator may switch 
from one to another by flicking a 
knob, or she may remove the entire 
unit and snap another into position 
with an entirely new set of tains, 
ready for four totally different ac- 
counting jobs. The number of pos- 
sible variations in programming, by 
altering the pattern of the steel fin- 
gers in the control unit, runs high 
into the millions. 

Production on the machine is al- 
ready well under way at the Bur- 
roughs plant in Plymouth, Mich- 
igan. 


EMINGTON Rand Inc. has ac- 

quired exclusive sales rights to 
the American Optical Company’s 
Electronic Drive 16 MM Microfilm 
Reader, the two companies announce 
in a joint statement. 

The reader, which has been suc- 
cessfully marketed for over a 
year through independent outlets 
throughout the country, will here- 
after be sold only through the na- 
tionwide Remington Rand Sales or- 
ganization under the new agree- 
ment. 

Equipped with interchangeable 
lenses, the unit permits the viewing 
of microfilmed material in varying 
degrees of reduction from 17 to 37 
diameters. Film can be run through 
the reader at variable speeds and in 
either advance or reverse order, and 
a simple hand manipulation regu- 
lates the flow of film in vertical, 
horizontal or diagonal progression. 
Focus and light intensity are also 
adjusted by fingertip controls. The 
reader is light and easily movable, 
can be transferred quickly from of- 
fice to office. A spokesman for Rem- 
ington Rand stated that small as well 
as large users of microfilm are 
acutely aware of the need for auto- 
matic versatile equipment of good 
optical quality. 


Ho” much do manually oper- 
ated typewriters add to office 
costs? How can the businessman 
answer his own question, “Should 
the most-used machine in my office 


—the typewriter—be manually op- 
erated, when I know electrifica- 
tion of less-used machines is profit- 
able?” Remington Rand, makers of 
the 1950 Electri-conomy typewriter, 
believes its free Electri-conomy 
Test will provide the answers to 
these and other office typewriter 
problems and, in many offices, show 
how typewriter production may be 
increased from 10 to 40 per cent. 

The test, which employs work 
simplification techniques for typing 
station analysis, is conducted with- 
out disturbing normal routines. The 
Eiectri-conomy typewriter needed 
for the test is provided by Reming- 
ton Rand for any typist selected by 
the businessman. Specialists school 
the typist in electri-typing, provide 
a booklet featuring a 15-minute 
practice drill, and assures manage- 
ment that the test is applied in an 
informed, impartial and_ scientific 
manner. 

When the Electri-conomy has 
been used on the normal work of 
the typing station the operator 
summarizes her experience on a 
questionnaire. This report, when 
considered with an executive manu- 
al, “Electric Typing vs. Manual 
Typing,” is the basis of the com- 
plete Electri-conomy Test. 


every typing — station 
(operator, equipment, supplies, 
cost) is analyzed. Considerations 
are number of copies produced, 
type of work handled, typist pre- 
ferences, achievement of typing 
production goals and appearance of 
typed work. 

The net result of the Electri- 


Finally, 
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conomy Test is to give the busi- 
nessman a personalized assay of 
the typing procedures and equip- 
ment in his office. Using this data, 
office typewriter investment can be 
planned to guarantee a profitable 
return on the one per cent addi- 
tional annual cost of running an 
electrified typing station. 
Requests for this free Electri- 
conomy Test should be forwarded 
to local Remington Rand offices, or 
to Remington Rand, Inc., 17th floor, 
315 Fourth Avenue, New York 10, 
I.Y. When writing for this service 
please mention this magazine. 


_ Heyer Corporation, Chicago, 
is introducing a new and revolu- 
tionary Portable Addresser at the 
“phenomenally” low price of $9.95 


— — meet % 





($10.95 west of the Rockies). 
Called the “‘sleekest, speediest, most 
fool-proof Spirit Addresser on the 
market,” it will bring the conveni- 
ence of automatic addressing within 
the budget of every individual, every 
organization, and every business no 
matter how small, the manufacturer 
says. 

This new product is destined to 
become a basic piece of equipment 
for clubs, schools, churches, camps, 
and all other group and organiza- 
tion activities. 

Its design reflects the utmost in 
simplicity and assures easy oper- 
ation and maintenance even in the 
hands of a beginner. The new low- 
cost addresser loads and handles like 
acamera. About 250 addresses on a 
master spirit roll are quickly in- 
serted into the compact machine. 
Fluid is stored in an easy-to-fill 
cartridge wick which stays wet for 
a full run. One smooth motion ap- 
plies fluid to the envelope or card 
and prints the address. Each ad- 
dress is good for 100 or more im- 
pressions. 





He is your local U.S. F.&G. Agent 


Youu want to see him because he knows 
how to give your company maximum coverage 
against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 


of premium outlay. 


Or if you want to see him today, there is a 
U.S. F. & G. agent in your community who 
will be glad to call on you at your convenience. 


Naturally there is no obligation. 


- U. S » I. X (i. Companies 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 


“Consult your Insurance 
Agent or Broker 


as you would your 
Doctor or Lawyer.” 
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or 


IS WAR 


After Sesquipedalianism What ? 


OTH heads are _ becoming 
~ badly swollen. Fan mail. Lots 
of it. From all over, too. Here’s 
one from J. Stanley Thomas, with 


whom I had an enjoyable joust in 
the March issue: 


I had a lot of fun contributing 
my bit to your column “This 
is War!” You are attacking 
poor correspondence in a man- 
ner which is sure to attract at- 
tention and will get the desired 
results. 


This from the secretary of a 
large Association, if you please. And 
here is one from the Coast, from 
Mrs. Marie T. Ward of the H. R. 
Basford Company, San Francisco, 
who sounds like a lady with a sense 
of humor. She writes: 


by 
DUOCEPHALUS 


I’d like to meet Mrs. Ward, 
although she sets a man a hard task 
to comment on this monstrosity 
since she has by implication said 
plenty herself. Still, we have to face 
it, this “thanking you in anticipa- 
tion, I remain” business is a per- 
sistent boil on the nose of business 
which fiercely resists medication. I 
wonder if it has occurred to those 


Dear Mr. Double Header: 


who use it that it is a form of de- 
hydrated rudeness? 


ESTORED to its pristine con- 

dition it would read like this: 
“Look, Bud, this is what I want 
you to do and I expect you to do it. 
And when you’ve done it don’t ex- 
pect any thanks from me for I’m 
just too bone idle to write thank- 


(At least that is what one reader, as reported in the February 
issue, deduces your name to be. I didn’t check it.) 

Your first article was a humdinger—and hit straight to the 
point! The same goes for your second article regarding the use 


of the word “same.” 


But—what in the world do you mean by these five dollar words 


found in your article: 
Series of polemics 


Intrinsically offensive word 
Feel constrained to misuse 
Enamoured of the expression 
Uncommon tenacity and ubiquity 
Sententious, flatulent pomposity 
I didn’t bother to look them up—and I’m sure that 99% of 
your other readers didn’t either! Now, of course, perhaps I have 
fallen into the very trap you have set—the use of big words to 
evoke a reply such as this; or perhaps you are using this style 
to heighten the sarcasm and effect of your article. If the latter, 
you have well succeeded. Come to think of it—if the former, you 
have, too. 
Keep up the good work—but for we lazy businessmen, please 
confine yourself to everyday two-bit words. Thank you. 
Cordially yours, 
D. J. MACKENZIE 
E. J. Brach & Sons, Chicago 


Dear Duocephalus: 
Now, let’s have your pitch on 
“Thanking you in advance, 
I remain,”’****Personnel of 
this company is not guilty of 
above, and, anyway, I’m the 
amanuensis around here and 
such expressions are edited out 
prior to mailing. But, Duo, 
I’ve served my time where 
what was dictated was writ— 
—they even begged to re- 
main. 


(For the benefit of those who 
only just came in the words in 
bold face type are former targets 
of this little poison pen.) 
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you notes.” Or: “This is what I 
want from you and to make sure 
you do it I’m thanking you in ad- 
yance so that if you don’t do what I 
want you'll feel like a deep-dyed 
goundrel.” In either case thanking 
people in anticipation for doing 
what may be a far-fetched impos- 
sibility for them to do is a piece of 
bland assumption which smacks of 
por manners. And as for remain- 
ing, ye gods, what does it mean? 
Shall I tell you? Nine unnecessary 
motions on the part of a stenogra- 
pher, and nothing more. Nothing. 

Combine “thanking you in ad- 
vance” and “I beg to remain” and 
you get a wonderful picture of the 
despot and the craven in one and the 
sme being. In one breath he as- 
sumes compliance with his august 
deigns to extend thanks (in ad- 
vance, of course) and in another 
cawls up to his correspondent and 
begs to remain. His correspondent 
doesn’t care two hoots whether he 
remains or not. He might prefer not 
if he has to read any more of the 
rmainer’s junk. 


TTEMPTS to correct the 
foibles of one’s fellow men by 
gentle derision are sometimes quite 
secessful. The choice example that 
kaps to mind is the comment which 
Dean Inge made on mountain-climb- 
ets, whom he considered the ultimate 
in misguided men. You may remem- 
ter that he did not come out and 
ull them fools, which he was con- 
vinced they were, but summed up 
his remarks in an “ode to a funicular 
railway :”” 


“They climb the steep ascent 
of Heaven 
‘Mid peril, toil and pain; 
O Lord, may sense to me be 
given 
To follow in the train.” 


But there comes a time in the life 
ofeven the most patient evangelist 
when the baseball bat is mightier 
than the needle. The more I think 
bout this begging and remaining 
business the more disgusted I 
become. So, Mrs. Ward, in answer 
0 your delightfully terse question, 
the pitch is this and I’d better get it 
of my chest before the libel laws 
catch up with me: run ’em out of 
wn, There is a remedy, but only 


one, and that’s punishable by elec- 
trocution. 


HE letter in the box came in 

the other day. It’s a friendly let- 
ter, the sort you don’t often receive. 
It sticks pins in you, but they are 
tiny, aseptic, non-injurious pins, I 
read it over two or three times, en- 
joying it more at each reading, then 
temporarily resigned my job as act- 
ing third deputy assistant gladly and 
took on the job of sweeping up the 
shavings from the pencil-sharpener. 
More time to brood. 

It brings up quite a question. Here 
have I been sitting in my little ivory 
tower issuing ukases (look it up, 
look it up, look it up) telling other 
people what to include in and leave 
out of their everyday letters, cursing 
the cliché experts and generally 
looking for trouble. Then I, the dis- 
penser of wisdom, find wisdom 
hurled back at me. It’s disconcerting, 
but our friend made me think; 
which is more than he can ever have 
claimed to do before, perhaps. 

The question he brings up is a 
simple one, but the answer is not so 
simple. Actually the question is 
double-barrelled, though still sim- 
ple: if you are asking credit execu- 
tives to cut out of their correspond- 
ence all the pouter pigeon nonsense 
which has had a stranglehold on 
business letters for so very long, 
must you use only ten-cent words? 
If so, why? 


|" SEEMS to me that any word, 


used correctly, has its place 
in the language. (Stanley Thomas, 
you sit right down. I know 


you said it first!) Naturally, if you 
are addressing a sixth grade child 
you are going to use simpler words 
than if you are addressing an audi- 
ence of university professors. At the 
same time, if you are writing in a 
publication such as this I don’t think 
it is essential to restrict your 
language as you would have to if you 
were writing in a newspaper where 
you have a mass audience and you 
have to make sure that all your audi- 
ence, for your own survival, can 
read your stuff and understand it. 

I am one of a dying breed of men 
brought up in the classical tradition 
—lots of Latin and Greek and Eng- 
lish literature and lots of incentive to 
base your English style—if any—on 


(Next page, column three) 
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Can Your Records Stand 

the Wear and Tear 
: ma of 

ma) Handling 
and Age? 


There’s just one right quality of paper or 
card for each type of account or record. Be 
sure you’re making the right selections by 
sending for the free booklet shown here. 
Published by the Parsons Paper Company, 
Holyoke, Massachusetts, it includes a table 
telling how much wear and how many years’ 
Service you can expect of the various grades 
of ledger papers and index cards. It will be 
valuable to you whether or not you use any 
of the popular Parsons record-keeping papers 
or cards. 


Parsons makes seven types of ledger paper 
and three types of index card stock in a 
wide variety of weights and colors, all made 
with new cotton fibers. All take clean, sharp 
entries from pencil, pen or machine with 
no smudging, and will stand rigid in your 
files. The no-glare surface is restful to the 
eyes. They are engineered to the specifica- 
tions of America’s leading manufacturers of 
bookkeeping equipment. Each sheet is solid 
— not pasted — so it cannot split. Ink will 
not run on the fibers. Erasure with chemi- 
cals, rubber or scratcher, leaves a smooth 
surface the same color. 


King Cotton, Parsons’ symbol of quality in 
paper, suggests: “Send the coupon today for 
your free copy of ‘How To Make Your 
Records Legible and Last- 
ing’. It will help you select 
the right paper for various 
applications, and give valu- 
able hints on saving time, 
effort and paper.” 

© PPc, 1950 
SEBS aS BZ BSB ee Bese Cg Gasaua 





PARSONS PAPER COMPANY 
DEPARTMENT 5H 
HOLYOKE, MASSACHUSETTS 


Please send me, without cost or obligation, your 
booklet on selecting the right record-keeping paper 
or index card for each job. 


Organization 
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Dartmouth Hall, built in 1784, is the oldest building on the campus. Originally it was the 
entire college, but it is now surrounded with modern buildings which, however, keep to the 


colonial tradition. 


AN IDEAL SETTING FOR THE 
STUDY OF CREDIT MANAGEMENT 


(Continued from page 19) 
of whose peaks are visible from the 
campus. The climate is healthful 
and invigorating in summer as well 
as in winter. 

The pleasing harmony of red 
brick and white buildings on Dart- 
mouth’s 175 acres of campus, the 
shaded walks of College Park, the 
broad sweep of fields extending 
down the river, and the simple rec- 
tangle of the College green, lined 
with century-old elms, all combine 
to give Dartmouth one of the most 
attractive college sites in the coun- 
try. 

The office headquarters of the 
Graduate School are to be located 
in Tuck Hall, the central building 
of the Amos Tuck School of Busi- 
ness Administration. Here the ex- 
ecutives will meet for all confer- 
ences, seminars and evening ses- 
sions. They will find here a most 
complete and usable business _li- 
brary with a competent staff in 
charge. 

Russell Sage and Butterfield 
Halls, located on the north side of 
Tuck Hall, will provide the living 
quarters. Russell Sage Hall accom- 
modates 139 students and Butter- 
field Hall houses 59. These dormi- 
tories are adjacent to Tuck Hall 
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and are only a few steps from Baker 
Library and the College green. They 
are of modern fireproof construc- 
tion. The rooms are well arranged, 
large and comfortable. 

Hanover Inn will be the popular 
rendezvous at meal time for all stu- 
dents, the faculty and staff and mem- 
bers of families. It is a relic of the 
typical New England village com- 
mon and is owned by the College. 
The atmosphere of the Inn is friend- 
ly, informal and cheerful. The 
large attractive Dining Room and 
the Dining Terrace face the campus 
and offer attractive places to eat. 

Those who enjoy recreational 
sports will find ample opportunity 
for baseball, hand ball, tennis, swim- 
ming, fishing, golf and hiking all 
available within the confines of 
Dartmouth’s property. The Dart- 
mouth Outing Club with its 80 
miles of main trails, its 20 miles of 
side trails and 16 cabins in the sur- 
rounding woods and hills is avail- 
able to executives of the Graduate 
School. Fifty miles to the north of 
the campus on Mount Moosilauke, 
one of the highest peaks in New 
Hampshire, the College owns 27,000 
acres of wilderness where students 
may fish, hike and enjoy to the full- 
est a weekend in the great outdoors. 


THIS IS 
WAR! 


(Continued from previous page) 
all three sources. So—to take but 
the first of our correspondent’s com- 
plaints—the word “polemic” just 
rolls out. You are looking for the 
word, the word appears, you write 
the word. Just like that. 

The word “polemic” is not ab- 
struse. If I had wanted to be sup- 
erior I would have used “philippic’” 
which has more or less the same 
meaning though its application is 
perhaps a little narrower. As a mat- 
ter of fact most of the words which 
our friend brings into the cold, hard 
glare of his floodlight I claim are 
words that should be in everyone's 
vocabulary. The knowledge of words 
of greater than ten-cent value is a 
useful knowledge to have. 


ETTING back to “polemic”, 
to which our correspondent 
objects, I defy him to produce any 
other one word—I repeat, one word 
—which means the same thing and 
sums it up so concisely. And I think 
I am right in claiming that if he 
comes across this word, or any other 
that he doesn’t know, he is in duty 
bound (Ouch! Block that cliché!) to 
turn for help to the nearest diction- 
ary, no matter how busy he may be, 
for here is something—to wit, a 
word—that he doesn’t know and 
that someone else does and it is up 
to him to find out what this thing is. 
I don’t want to get into an 
argument with my correspondent for 
the kindly tone of his letter and the 
charitable suggestion that I used 
long words in order to heighten a 
literary effect betoken a thoroughly 
friendly spirit. On the other hand I 
hold that none of the words he men- 
tions is objectionable on any grounds 
but should be in _ everyone's 
vocabulary. I may be wrong. I think 
I’m right. I just don’t know. Maybe 
someone else has ideas which could 
clarify the question. But if he has, 
before putting his ideas into words 
let him answer to his own satisfac- 
tion this vital question: must 4 
writer in a national professional 
publication sacrifice literary merit— 
if any—for simplicity? Good ques- 
tion. Work on it, friends. 


CREDIT AND FINANCIAL MANAGEMENT, May, 1950 





aay 


om 2d 


nk 
ald 
as, 
rds 
ac- 


nal 


1es- 


950 


ASSOCIATION 


NEW 


Senator Byrd Is 
Pittsburgh Annual 
Meeting Speaker 


Pittsburgh: Senator Harry F. Byrd, of 
Virginia, addressed a capacity audience at 
the 54th annual meeting of the Credit As- 
sociation of Western Pennsylvania May 2. 
In his talk, titled “America’s March to 
Socialism.” Senator Byrd gave a first- 
hand report on the current trend of af- 
fairs in Washington. 

Senator Byrd and his colleague from 
the State of Georgia, Senator George, it 
will be remembered, were nominated to 
receive the rarely bestowed award of the 
National Credit Awards Committee dur- 
ing last year’s convention in Atlantic City, 
in recognition of their consistent contribu- 
tion to sound fiscal policies and for their 
general statesmanship. 

Henry H. Heimann, NACM executive 
manager, made the journey to Pittsburgh 
to introduce Senator Byrd. 


Simpson Joins Pullman Board 


New Orleans: Robert L. Simpson, 
president of the National Association from 
1944 to 1946, has been elected a director 
of the Pullman Company. Mr. Simpson 
is president of the C. T. Patterson Co., 
Inc, and also president of the New Or- 
leans Dock Board. 


Richmond Credit Men 
Shine on Quiz Program 


Richmond, Va.: Tom O’Malley, Gray- 
bar Electric Corp., and E. A. Sullivan, 
Virginia-Carolina Chemical Corporation, 
appeared on a television quiz program 
April 18 in competition with two mem- 
bers of the National Association of Cost 
Accountants. The credit men won the 
tay with a score of 85 to 50 and were pre- 
sented with a prize of $25.00, which they 
turned over to the Richmond Memorial 
Hospital. 


Moran Addresses Sales 
Executives at Cincinnati 


Cincinnati: E. B. Moran, manager, 
tntral division, NACM, addressed the 
Cincinnati Sales Executives’ Council on 
Friday, April 14. Three hundred members 
and guests, including members of the Cin- 


‘innati Association of Credit Men, were 
Present, 


ma 


and FINANCIAL 
MANAGEMENT 





Chicago Elects New 
Board of Officers 





J. E. Walsh 


Chicago: J. E. Walsh, Oscar Mayer 
and Company, was elected president of 
the Chicago Association of Credit Men 
Wednesday, April 19, and installed that 
evening at the 54th annual meeting of the 


-Association at the Palmer House. 


At the same meeting three other officers 
were installed: D. A. Grant, Socony- 
Vacuum Oil Co., Inc., Ist vice-president; 
W. J. Gielen, Hilton Hotels Corp., 2nd 
vice-president, and K. W. Kohtala, Em- 
pire Paper Co., treasurer. 


Milwaukee: The Milwaukee Associa- 
tion of Credit Men has moved to 808 


North Third Street, Milwaukee 3. 





Rochester Credit Men 
Hear Stimulating Talk 
On Foreign Affairs 


Rochester: The Rochester Association 
of Credit Men heard an unusually inter- 
esting and challenging talk April 12 by 
Dr. W. Leon Godshall, head of the de-‘ 
partment of International Relations at 
Lehigh University. Dr. Godshall startled 
his listeners by claiming that Russian 
atomic bomb production has already 
reached four a month. He did not give 
the source of his information, but he has 
numerous contacts throughout the Orient 
and has held visiting lectureships in two 
Chinese universities. 
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NATIONAL 


State Charter Is 
Granted to New 
York Institute 


New York: The New York Institute of 
Credit has been granted a provisional 
charter by the New York State Board of 
Regents, thus making the chapter an edu- 
cational corporation whose students may 
receive credit at colleges and universities 
for completed courses. 

The announcement of the granting of 
the charter was made during a forum- 
rally held at the Statler Hotel Thursday, 
April 19, by David E. Golieb, J. A. Dek- 
natel & Son, Inc., founder of the chapter 
in 1920 and presently its chairman of the 
board. 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1949 to April 30, 1950 
4-30-50 
Class AA Net Gain Members Percent 
Chicago 93 2119 104.59% 
Louisville 47 1082 104.54 
Indianapolis 18 963 101.90 
Class A 
Boston 63 654 110.65% 
Pittsburgh 65 824 108.56 
St. Louis 34 900 103.92 
Class B 
Denver 42 go2 113.54% 
San Diego 40 453 109.68 
Grand Rapids 24 436 105.82 
Class C 
Houston 61 263 130.19% 
Syracuse 29 230 114.42 
Toledo 14 220 106.79 
Class D 
Columbus 19 130 117.11% 
Green Bay 11 130 109.24 
Bridgeport 9 111 108.82 
Class E 
Nashville 28 76 158.33% 
Cape Girardeau 21 63 150.00 
-Jacksonville 20 85 130.76 
Class F 
Quincy 14 41 151.85% 
Erie 8 28 140.00 
Bluefield 5 24 126.31 
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The newly-elected directors of the Cincinnati Association pose for their picture. 


Left to 


right, standing: C. C. Miller, Hotel Gibson and Paul W. Cutshall, Southwestern Publishing Co. 
Seated: Charles A. Consalus, Schaible Co.; Vaughn Chase, Aluminum Co. of America and 


M. H. Anderson, Graybar Electric Co. 


MEET THE MANAGERS 


ULY 1950 will mark the end of the first 

twenty-five years in Association work 

for another Northwest secretary. It 
was in that month of 1925 that Meredith 
J. Davies, secretary-manager of the Ta- 
coma Association of Credit Men, began 
his association services as secretary-man- 
ager of the Montana-Wyoming Associa- 
tion of Credit Men in Billings, Montana. 
“Major” as he is familiarly known to his 
friends and associates in and out of credit 
work, has been in Tacoma since June 15, 
1946, when he succeeded Gordon G. Whip- 
ple and took over the management pre- 
viously so long held by our old friend, 
Edward B. Lung. Prior to association 
work, “Major” was on the credit desk in 
a wholesale grocery business making a 
total of better than 30 years experience in 
credit work. 

A native of Wales, “Major” has been 
in this country since 1909 living all that 
time up to 1946 in Billings, Montana, ex- 
cept for a period in 1917-18 with the Old 


M. J. Davies 


Royal Flying Corps, later the Royal Air 
Force. He is past commander of the Bil- 
lings Post of the American Legion; a 
member of the Veterans Board during 
World War 2 and was active in Legion 
affairs and veteran work in Billings. He 
is now-a member of the Congregational 
Church in Tacoma and his other mem- 
berships include various Masonic bodies, 
Tacoma Chamber of Commerce, United 
Commercial Travelers, Elks Club and, at 
present, he is member designate of the 
Secretarial Council for the Western Divi- 
sion to take office after the Los Angeles 
Convention. 


iene J. LOCHNER, Baltimore 
secretary, has served his Association 
in one capacity or another for 44 years. 
This may not be a record, but there can 
be few who can point to a longer period 
of service. 

Born in 1891, Mr. Lochner received his 
early education at St. Michael’s Parochial 


School. He left school at the age of }4 
and went to work as office boy for Ber. 
nard Cline, attorney. He remained with 
Mr. Cline for nine months and then 
joined the Baltimore Association of Credit 
Men as office boy. That was on January 
23, 1906, and except for a hitch in the 
Motor Transport Corps, U. S. Army, he 
has remained with the association ever 
since as office boy, clerk, bookkeeper, as- 
sistant secretary and, since February 
1941, secretary. 


RUMAN E. REYNOLDS, St. Pau 

secretary, is another credit executive 
who has been both president and secretary 
of his Association. Mr. Reynolds was 
born and educated in Iowa and taught 
school there. In 1901 he moved to Min- 
nesota and for a time taught in the 
southern part of the State. 

In 1903 he joined the United Lead Co, 
in St. Paul, as stenographer and _ book- 
keeper, later becoming credit manager 
and controller. His membership in the St. 
Paul Association dates from 1917. He 
served on several committees and the 
board of directors and was elected pres- 
ident in 1923. In 1924 he was appointed 
chairman of the old National Mercantile 
Service committee by the late J. Harry 
Tregoe. 

Since 1929 Mr. Reynolds has been sec- 
retary of the St. Paul Association. 

He is a writer who has contributed to 
this and other periodicals and is a recog- 
nized authority on public relations. He is 
an enthusiastic photographer and, when 
time permits, can be found on the high- 
ways in almost any part of America. 

The St. Paul Association has been ac- 
tive in legislative work, fraud prevention, 
education, letter clinics, operates a 
SPEAK E-Z club and publishes a con- 
solidated bulletin of “danger signal infor- 
mation” for the associations in Duluth, 
Superior, Fargo, Moorhead, Grand Forks 
and St. Paul. 


Seaman Joins Freeman Shoe Co. 


Chicago: R. L. Seaman, past president 
of the Chicago Association of Credit 
Men, who has been engaged in his own 
business for the past four years has joined 
the Freeman Shoe Company, Beloit, Wis., 
in an executive sales capacity. 


T. E. Reynolds 
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Look at What You're Missing! 


For those who can’t attend the 54th an- 
nual Credit Congress here is the final 
draft of the program. Full details and 
pictures will be given in the June issue 
of CREDIT AND FINANCIAL MANAGEMENT. 


Monday Morning, May 15 
A.M. 
9:00 Community Singing 
9:30 Call to Order: 
Holden E. McManigal, General 
Convention Chairman 
Secretary, Summers Manufactur- 
ing Co. 
9:35 Invocation: 
Dr. J. K. Stewart 
Pastor, Beverly Vista Community 
Church 
Presentation of Colors 
Presentation of Gavel by Chair- 
man McManigal to C. Callaway, 
Jr., President, The National Asso- 
ciation of Credit Men 
9:50 Welcome to the 54th Annual 
Credit Congress 
From the State of California 
Goodwin J. Knight, Lt. Governor 
9:55 From the City of Los Angeles 
10:00 From the Los Angeles Credit 
Managers’ Association 
Fred A. Cates, President 
10:10 Response to Welcome 
Charles E. Fernald, National 
President 1949-50 
Fernald & Co., Philadelphia, Pa. 
10:20 Introduction of Barbara Ann 
Knudson, Paramount Pictures, Inc. 
“MISS CREDIT 1950” 
H. E. McManigal, General Con- 
vention Chairman 
10:25 Announcements 
A. D. Johnson, Exec. Manager- 
Secretary 
Los Angeles 
Association 
10:30 “Reorganization—Our Big Chance” 
Charles B. Coates, Vice-Chair- 
man, General Manager, 
Citizens Committee for Hoover 
Report 
11:15 “The Mirror of History” 
Henry H. Heimann, Executive 
Manager, The National Associa- 
tion of Credit Men 
11:45 Appointment of Committees 
12:00 Adjournment. 


ey 
as 


Credit Managers’ 


Monday Afternoon 

P.M. 

1:45 Community Singing 

2:00 Call to Order 
A. J. Sutherland, Vice President 
The National Association of 
Credit Men, Western Division 
Security Trust and Savings Bank, 
San Diego, California 

2:05 Address: 
Rep. Richard Nixon 


Congressman, 12th District, State 
of California 


2:35 Announcements 
A. D. Johnson 

2:40 “So What?” 
Dr. Adam S. Benion, Vice Pres- 
ident, Utah Power and Light Co., 
Salt Lake City, Utah 

3:25 “National Defense—Effect on Our 
Economy” 
Vice Admiral E. D. Foster (S.C.) 
U.S.N. 
Chief, Bureau of Material 

4:00 Preliminary Presentation and Dis- 
cussion of Proposed By-Laws 
E. L. Blaine, Jr., Vice President, 
Peoples National Bank of Wash- 
ington 
Chairman, Committee for Revision 
of By-Laws 

4:30 Adjournment. 


Tuesday, May 16 
Group meetings all day 


Wednesday Morning, May 17 
A.M. 
9:00 
9:30 


Community Singing 

Call to Order 

George H. Nippert, Vice President 
The National Association of 
Credit Men, Central Division 

The Proctor & Gamble Distribut- 
ing Co., Chicago, Illinois 
Invocation 

Rt. Rev. Martin McNicholas 
Pastor, St. John’s Parish 

“The Credit Executive’s Contribu- 
tion to Bankruptcy” 

Hon. Benno M. Brink 

Referee, U. S. Bankruptcy Court 
Announcements 

A. D. Johnson 

“The ‘U’ in Business” 

Dr. Kenneth McFarland 
Superintendent Schools, Topeka, 
Kansas 

“Credit Abuses 
Trends” 

W. C. Mullendore, President 
Southern California Edison Co. 
Adjournment. 


9:35 


9:40 


11:15 and Socialistic 


11:45 


Thursday Morning, May 18 

A.M. 

9:00 Community Singing 

9:30 Call to Order 
Earl N. Felio, Vice President 
The National Association of 
Credit Men, Eastern Division 
Colgate-Palmolive-Peet Co., Jer- 
sey City, New Jersey 


9:35 Invocation 
Rabbi Alfred Wolf, Wilshire 
Boulevard Temple 

9:40 Announcements 
A. D. Johnson 

9:45 Recognition of Host City Com- 
mittees 

10:00 National Membership Report and 


Presentation of Awards 

Report of National Committee for 
Revision of By-Laws 

E. L. Blaine, Jr., Chairman 


10:15 
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10:45 Pres. C. Callaway, Jr., presiding 
President’s Annual Report 
Report of Policy and Resolutions 
Committee 

Report of Nominating Committee 
Election of National Directors, 
Vice President, President 


Propose Change In 
Name For New York 
Credit Association 


New York: Members of the New York 
Credit Men’s Association are to be asked 
to vote on a proposal to change the name 
to the New York Credit and Financial 
Management Association, Inc. 

The proposal to change the name was 
unanimously approved at a meeting of the 
board of directors which expressed the 
opinion that the new name would give 
recognition to the fact that credit and 
financial management were closely allied. 


Weidman Heads Eastern 
Pennsylvania Association 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania elected 
new officers at their meeting April 27. 
They are Charles B. Weidman, Philadel- 
phia Terminals Auction Co., president; 
and four vice-presidents: Alfred C. 
Schnitzler, National Airoil Burner Co.; 
John V. Williams, Concrete Products 
Company of America; Stephen F. Sayer, 
First National Bank of Philadelphia, and 
J. Leroy Vosburg, Fernald & Co. 


R. D. Roberts is New 


Los Angeles President 


Los Angeles: R. D. Robert, Union Oil 
Company of California, has been elected 
president of the Los Angeles Credit Man- 
agers’ Association to succeed Fred A. 
Cates, Arden Farms, Inc. The new lst 
vice-president is Elmo Trimble, Wilson 
Paper Co.; D. F. Sellards, Ellis-Klatscher 
& Co., is 2nd vice-president and J. H. 
Allison, Container Service Co., treasurer. 


Chicago Director Is 
Featured Speaker At 
Des Moines Meeting 


Des Moines: James I. Stang, credit 
manager of Foote Bros. Gear & Machine 
Corp., Chicago, discussed the credit de- 
partment and its place in modern business 
at the April 18 meeting of the National 
Association of Credit Men, Central Iowa 
Unit. Mr. Stang is a director of the Chi- 
cago Association and councillor of the 
Industrial Supplies and Machinery Credit 
Group. 


Judge Heard at Boston 


Boston: Judge Robert Gardiner Wilson, 
Jr., of the Suffolk County Probate Court, 
spoke on his court experiences at the An- 
nual meeting of the Boston Credit Men’s 
Association April 25. 
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News from 


CREDIT WOMEN'S GROUPS 


« 


Eulalia M. Lucas, San Diego president, is 
installed by her predecessor, Mary Golon. 


San Diego: On Thursday evening, 
April 20, the Wholesale Credit Women’s 
Club of San Diego celebrated their fourth 
birthday with a very colorful and gay 
Annual Meeting which was held at the 
San Diego Club. 

Mrs. Eulalia M. Lucas, of Hage’s, Ltd., 
was chosen to guide the Club in the 
office of President; Mrs. Jeanne McCrary, 
of Arden Farms, was elected Vice-Pres- 
ident; Mrs. Judy Dye, of San Diego 
Wholesale Credit Men’s Association, was 
elected Secretary; and Mrs. Elnora L. 
Peterson, of Qualitee Dairy Products, 
was elected Treasurer. 

The group closed their official year with 
an outstanding record in membership 
work, and the financial report showed the 
results of a year of unusually hard effort 
on the part of each and every member to 
do her part. There were forty members 
present, and at the meeting eight new 
members were presented to the group. 


4 

Chicago: The Credit Women’s Club of 
Chicago met on Tuesday, May 2nd at 6:15 
p.m. at the Chicago Bar Association, 29 
South LaSalle Street. “CARE WEEK” 
was observed nationally from May Ist to 
7th and special events were held in Chi- 
cago during that week. In line with this 
program the speaker at this meeting was 
Miss Ruth A. Krause, Executive Director 
of the Chicago Committee for “CARE,” 
who spoke on — “CARE — UNESCO 
BOOK PROGRAM” which is a program 
of educational and cultural reconstruction 
of the people of Europe and Asia. A 
short sound film “Hungry Minds” high- 
lighted the talk. 

e 

Minneapolis: The Minneapolis Whole- 
sale Credit Women’s group met at 
Stouffer’s on Tuesday, April 10, for their 
last business meeting of this session. 

Closed ballots elected Betty Knapp of 
the Levin Company as the new Vice-Pres- 
ident and program chairman. Mildred 
Stewart of Ceco Steel will take the Sec- 
retarial duties and Alice McDonald is 
new Treasurer. Miss Dorothy Teckler, 
retiring Vice-President, will step in the 
President’s chair. 
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Our guest speaker for the evening was 
Mr. Ed. Worlander, Credit Manager of the 
Minneapolis Honeywell Regulator Com- 
pany. His topic was “Today’s Business 
Forecasts and Their Credit Significance.” 

° 

Omaha: The main objective of the 
Omaha Credit Women’s Group the past 
year has been to increase the membership. 
Under the able leadership of President 
Grace Hansen the group has had a good 
turnout for all meetings. A portion of 
each meeting is devoted to any problems 
that members might have. Guest speakers 
are also obtained for each meeting. 

e 

Cleveland: The Annual Meeting of the 
Cleveland Credit Women’s Club was held 
on Tuesday evening, April 11th, at Hotel 
Carter. Complete reports for the year 
were made by the chairmen of the various 
committees, as well as by Kathryn Sirc, 
member of the National Credit Women’s 
Executive Committee and Lucy Killmer, 
past chairman of the National Credit 
Women’s Executive Committee. 

Officers were elected for the year. They 
are Mrs. Pearl Dolan, of Fleet Wing Cor- 
poration, President; Mrs. Mae McCaf- 
ferty, of National Screw & Mfg. Com- 
pany, Vice President; Miss Marie Michl, 
of Cleveland Quarries Company, Treas- 
urer; and Miss Lillian Murphy, of the 
Cleveland Association of Credit Men, 
Secretary. 

e 

New York: Mr. A. D. Whiteside, 
President of Dun & Bradstreet, Inc., ad- 
dressed the New York Credit Women’s 
Group at their meeting, April 27, at the 
Hotel Warwick. 


Kansas City: “The Psychology of 
Human Relations,” was the subject of a 
talk given by Miss Louise Hatch, instruc- 
tor of psychology at Kansas City Junior 
College, at the April dinner meeting of 
the Credit Women’s Club, April 12, which 
was held in the clubrooms of the Business 
and Professional Women’s Club. The 
meeting honored the past presidents of 
the club. 

A business meeting was held at which 
scholarship awards were presented to Miss 
Caroline Hoffman, Postlewait Glass 
Company; Miss Genevieve Byrne, Byrne 
Lumber Company; and Miss Viola P. 
Willhoit, Neevel Manufacturing Company. 
Mrs. Helen Craighead, president, made 
the presentations and introduced the 
speaker of the evening. 

e 

Milwaukee: The Milwaukee Credit 
Women announce new officers for 1950- 
1951. They are: Mrs. Katherine Meek, 
Marsh Radio Supply Co., president; Mrs. 
Helen Flood, Globe-Union, Inc., vice- 
president; Miss Regina Szmania, F. W. 
Burns Machinery Company, secretary, 
and Miss Virginia Gallagher, Nunn-Bush 
Shoe Company, treasurer. 


The Washington Service Bureau of 
the National Association of Credit Men 
has moved to 950 Washington Build- 
ing, New York Avenue, at 15th Street, 
Washington 5, D. C. This is also the 
address of the Washington Association 
of Credit Men. The move was made 
April 7. 


Los Angeles: Lucia Petersen, Mefford 
Chemical Co., has been elected president 
of the Los Angeles Credit Women’s 
Group. Lois Pauls, Employees, Inc., is 
now vice-president, Teresse Smythe, Co- 
lumbia Steel Co., is treasurer, and Betty 
Burke, LACMA secretary. 

* 

Des Moines: An interesting talk on 
women in business was the theme of the 
program at the April meeting of the Des 
Moines Credit Women’s Group. The dis- 
cussion was headed by Pacia Rodgers, 
United Federal Savings & Loan Asso- 
ciation. 

New officers, elected during the meet- 
ing, are: Nellie Mae Strandberg, Globe 
Machinery & Supply Co., president; Mar- 
guerite Carlson, Koch Bros., vice-pres- 
ident 

* 

Philadelphia: Mrs. Helen Heydrick 
gave an address on the City Charter dur- 
ing the April 13 dinner meeting of the 
Philadelphia Credit Women’s Group. Mrs. 
Heydrick is a member of the commission 
appointed to rewrite the city charter. An 
additional feature of the meeting was a 
review of the group’s history and honor- 
able mention for past presidents. 

* 

Houston: The Wholesale Credit Wo- 
men’s Club of Houston held its Annual 
Meeting on March 14, when the following 
new officers were announced: Mrs. An- 
nette Zapalac, Morris-Sewall Co., Pres- 
ident; Miss L. Susie Glueck, Duncan 
Coffee Company, Vice-President; Miss 
ElMina Druce, Gulf Atlantic Warehouse, 
Secretary; Miss Alberta Sharp, Houston 
Clinic, Treasurer. 

April 11 was the date set for Annual 
Bosses’ Night. A cocktail party was fol- 
lowed by dinner held at the Texas State 
Hotel. Speaker was Miss Lou Nora 
Spiller, Assistant District Attorney. Mr. 
George Roth, concert pianist of New 
York City, entertained. 

* 

New Orleans: Mrs. Katherine Ebrenz, 
Progressive Bank & Trust Co., has been 
elected president of the New Orleans 
Credit Women’s Group. Miss Dorothy 
Wyllie, Gulf Refining Co., is the new vice- 
president; Miss Marcella Ritter, James E. 
Comiskey Co., is treasurer and Miss 
Muriel Kaupp, Flintkote Co., secretary. 


Oklahoma City: The Oklahoma 
Wholesale Credit Men’s Association 
has moved to a new location. The new 
address is: 

601 City National Bank Building, 

Oklahoma City 2, Okla. 
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New Directors Elected by 
Columbus Association 





Personalities at the meeting included (from 
left to right) Burd D. Miller, Jones Witter 
& Co., who was subsequently elected presi- 
dent; National Director E. W. Hillman, Fed- 
eral Glass Co., treasurer; J. J. Steig, Tracy- 
Wells Co., retiring president, and A. M. 
Sutherland, Mills Mutuals, Inc., secretary. 


Columbus: The Columbus Credit Asso- 
ciation held its annual meeting on Thurs- 
day, April 20. The primary business of 
the meeting was the election of three new 
directors: G .W. Rock, Felber Biscuit 
Co.; J. E. Skufza, Pittsburgh Plate Glass 
Co., and R. L. Horn, General American 
Credits. 

The new board will meet to elect offi- 
cers at an early date. 


Annual Insurance Forum 
At St. Louis April 13 


St. Louis: The St. Louis Association’s 
annual insurance forum, sponsored by the 
insurance advisory council, was held 
April 13. Albert Anderson Morey, vice- 
president, March & McLennan, Inc., Chi- 
cago, was the guest speaker. His subject 
was “What Do You Know About the 4th 
C—‘Coverage’?” 

The speaker, author of many books and 
articles, is a prominent industrial en- 
gineer. 


Bank Credit Men Honor 
New Orleans Member 


New Orleans: G. Albert Knesel, assist- 
ant cashier of the Hibernia National Bank 
of New Orleans, and president of the New 
Orleans chapter, National Institute of 
Credit, has been elected secretary-treas- 
urer of the Southeastern chapter, Robert 
Morris Associates. 


| Situations Wanted | 


Credit manager of national concern available. 
Broad credit experience and thoroughly familiar 
with corporate affairs. Ability to deal effectively 
with people and work with others. College grad- 
uate, age 33, family man and willing to locate 
nee Box M-1, Credit and Financial Man- 
gement. 





Credit Executive, age 49, now employed desires 
change; eight years with present manufacturing 
concern, competent to manage department; thor- 
oughly familiar with all phases of credit work 
and accounting practices. Box M-2, Credit and 
Financial Management. 





Executive Credit Manager now employed seeks 
new position with greater opportunity. 16 years 
experience Industrial Chemical field; excellent 
record; thoroughly sales minded. Box M-3, Credit 
ind Financial Management. 


Encouraging Trend Continues in 
Latest Chicago Association Survey 


The latest survey of the Chicago 
Association of Credit Men (the 
eleventh in a series on collection 
conditions) continues to show a sat- 
isfactory trend. The survey covered 
approximately 350,000 accounts in 
the Chicago market and covers 
credit sales all over the country. 


The survey is based on accounts 
receivable figures as of February 1. 

The figures below show compara- 
tive conditions on February 1 of this 
year, one quarter earlier and a year 
earlier. Figures are given in per- 
centages except the average age col- 
umn which is given in days. 


Discounting 
Accounts—All Types 
February, 1950 60.5% 
November, 1949 62.3% 
February, 1949 57.8% 
Retail 
February, 1950 64.9% 
November, 1949 62.4% 
February, 1949 63.8% 
Wholesale 
February, 1950 58.8% 
November, 1949 61.3% 
February, 1949 61.9% 
Industrial 
February, 1950 56.3% 
November, 1949 63.2% 
February, 1949 46.7 % 


Paying Average Age 
When Due Past Due of Accounts 
30.8% 8.7% 28.0 Days 
26.9% 10.8% 29.1 
32.6% 9.6% 27.9 
26.6% 8.5% 30.4 Days 
25.3% 12.3% 31.4 
27.2% 9.0% 28.6 
33.0% 8.2% 28.7 Days 
28.9% 98% 28.6 
29.9% 8.2% 26.7 
33.9% 98% 30.8 Days 
27.6% 9.2% 29.6 
42.3% 11.0% 28.0 


Care 


in Giving Credit Information 


(Continued from page 8) 


fendants were officers or employees 
connected with the Credit Depart- 
ment of the Bank. These individ- 
uals were charged with giving false 
answers to inquiries made of the 
Credit Department by outsiders con- 
cerning Benjamin’s standing. The 
answers were handled in a routine 
fashion, and were to the effect that 
the Bank’s experience with the ac- 
count was satisfactory, or that the 
Bank would be reluctant to lose the 
account. 

The proof showed that the ac- 
counts receivable assigned as col- 
lateral were based on an alleged 
sale of automobile jacks to a Chi- 
cago merchant of apparent good 
standing. Employees of the Credit 
Department of the Bank had at- 
tempted to audit Benjamin’s books 
and to check up on the existence 
of underlying shipping documents to 
support the invoices assigned. In- 
formation had come to one of the 
Bank’s employees that aroused sus- 
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picion as to whether any large quan- 
tity of jacks had actually been 
shipped. The Bank started an in- 
vestigation, but before it was com- 
pleted, Benjamin, expressing indig- 
nation at the fact of the investiga- 
tion, paid off $73,340 of the Bank’s 
loan without demand and with the 
statement that he would liquidate 
the balance of the loan promptly 
rather than continue to do business 
as a borrower from the Bank. The 
check denoting this payment was a 
check of the Chicago customer which 
cleared in due course. 

It was about this time that the 
credit inquiries which led to the 
charges against the defendants 
came in, 

The Appellate Court held that the 
statute “was never intended to apply 
to utterances other than those of 
a defamatory or derogatory nature,” 
pointing out that originally the stat- 
ute was part of an Article of the 
Penal Law dealing with libel, and 
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that it was subsequently shifted 
without change from that Article to 
an Article entitled “Frauds and 
Cheats”. 


Bvt in addition to holding that 
the statute had no application to 
laudatory statements even though 
untrue, the court held that there 
was no direct proof of conspiracy 
or any corrupt understanding or 
agreement between the defendants 
and no sufficient proof of any sub- 
stantive crime. The court said: 


“The individual defendants had no per- 
sonal interests to serve. In our opinion 
even if the statute be construed to cover 
false laudatory statements it would not 
have been intended to place upon the em- 
ployees of the credit department of a bank 
the onus of a criminal act for failure to 
reveal mere suspicion of its customer’s 
honesty. In such a case there would have 
to be proof of knowledge by defendants 
of the customer’s actual dishonesty rather 
than mere concern or suspicion with re- 
spect thereto to justify a convinction.” 


There is now pending in the New 
York Legislature a bill, sponsored 
by the District Attorney for New 
York County, to amend Section 
926a of the Penal Law to make it 
specifically applicable to a false or 
untrue statement of a fact even 
though of a laudatory nature. 

Whether or not the pending bill 
is enacted, credit men should bear 
in mind that they are under no ob- 
ligation to give any credit informa- 
tion whatsoever, but if they do give 
information, whether oral or in writ- 
ing, it is of the utmost importance 
to make a correct and honest reply. 


—W. R. M. 


CAUTION SIGNALS 


(Continued from page 14) 


has shown remarkable resistance to 
serious recession. There are special 
situations arising out of Govern- 
ment policy, such as foreign relief 
and armament expenditures, and the 
payment of more than $2 billion 
of Veterans’ insurance dividends. 
These may tend to stimulate busi- 
ness. 

All this does not mean that credit 
men can look to the future with 
complacency. Alertness, effort, and 
credit skill are still the watchwords 
of credit management. We are man- 
agers of commercial credit. We 
accept our responsibilities. 
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SOS Your Credit Man 
(Continued from page 21) 


ABOR and other expenses of 

doing business were abnormally 
high throughout the organization. 
Overtime work was being per- 
formed, or charged for, without au- 
thority. Personnel would go out into 
the field and for no apparent good 
reason would send in time cards 
calling for payment of from 14 to 18 
hours a day. It was one of these 
machinists whom LeBeau had seen 
entering a Pomona movie house just 
after lunch. 

Sure enough, a time card turned 
up next day calling for 18 hours of 
work claimed to have been per- 
formed many miles from Pomona on 
that day. 

“Needless to say,” LeBeau re- 
calls, “that was one of the men we 
found not to be indispensable.” 

The overtime drain was plugged 
by requiring all personnel to procure 
a foreman’s authority before over- 
time work was authorized. 

One of the subsidiaries bought 
gasoline in bulk and used its own 
dispensing system. Here’s what the 
assignee’s agent found: Many em- 
ployees and officials would drive up 
to the pumps in the morning, fill up 
their tanks, drive all day, and then 
charge the company six cents per 
mile—and not pay for the gasoline 
used. Some individuals charged up 
to 3000 and even 4000 miles a 
month. That’s a lot of driving, espe- 
cially when it’s paid for twice. No 
wonder the differences between gas- 
oline purchased from the refinery 
and that accounted for varied by 25 
or 30 per cent. 


ROGDEX was an expense ac- 

count addict’s Paradise. Claims 
ranged up to $400 a month for va- 
rious employees, with seldom any 
effort made or required to show 
where the money went. Under the 
new regime, these claims shrank like 
an unwaxed lemon. 

An effective brake on the liberal 
instincts of some of the employees 
was the placing of a wall chart in 
each plant. It listed the names of all 
persons eligible to charge expenses, 
with the amounts paid for mileage 
and other outlays. Checks were with- 
held when found to be abnormal—or 
occasionally subnormal—unless and 
until a satisfactory explanation was 
forthcoming. Engleman and LeBeau 


were able to report to Johnson that 
the sum of these savings during their 
year of administration was $280,000, 

Almost the last of the many piled- 
on straws was the discovery that the 
management of the subsidiary com- 
pany had bought new automobiles 
with company funds, binding it to 
monthly payments. The cars were 
for the use of executives and their 
families. “All the more amazing,” 
Engleman commented, “when you 
realize that at this very time the 
corporation was in dangerous straits, 
being from 90 to 120 days slow in 
meeting its vendors’ invoices. We 
did the only thing we could do, re- 
turned the cars or sold them, and 
turned the recovered funds into the 
corporation.” 

The assignment was made to the 
credit association’s adjustment bu- 
reau on Oct. 20, 1948, with two 
years agreed upon as the maximum 
term the arrangement would be in 
effect. It would sink or swim in 
that period. Here’s what was 
achieved : 


N May 24, 1949, or about six 

months later, a 50 per cent 
dividend was paid to the creditors. 
On July 28 the economies and eff- 
ciencies of the new administration 
permitted payment of another divi- 
dend, 35 per cent, this time. And on 
Aug. 26 the third dividend of 15 per 
cent was paid to bring the corpora- 
tion out of the red. The total amount 
saved or earned within less than a 
year and turned over to the creditors 
was approximately $500,000. 

The lesson? 

“If owners and managers would 
more quickly recognize the perils of 
their situation and consult in ample 
time with such organizations as their 
own credit association,” Johnson 
said, “a great economic asset would 
be conserved for the community at 
large. 

“In a study of earlier Brogdex 
balance sheets, a definite, dangerous 
trend was apparent. In its entire 
history it had never had sufficient 
liquid capital for the proper conduct 
of its business, and each year’s profit 
was always shown in the form of in- 
creased capital assets, and never in 
the form of cash. No provision was 
made for survival through adverse 
years, its method having been to 
raise funds by assessing the stock- 
holders.” 
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The L. A. C. M. A. has been 
doing things like this, on a smaller 
scale, for two decades. It’s what 
Johnson calls “trying to develop the 
life expectancy of an account,” and 
it’s part of the association’s effort to 
educate the merchant who may not 
know what to do or where to go 
when in difficulties. 

“This type of administration has 
proved,” he said, “that a properly 


handled assignment in which owners 
and creditors cooperate is a practical 
and satisfactory method for protect- 
ing the rights of all concerned.” 


Oh, yes! LeBeau got a final, rue- 
ful smile out of consulting his dog- 
eared notebook. He had jotted down 
the title of the film the machinist 
had gone to see in Pomona. 

It was “The Big Steal.” 


WHERE ARE YOU GOING, MY CUSTOMER? 


(Continued from page 12) 


as to bring out trend. 

And as the customer remains on 
our books we can build a compre- 
hensive trend file, including our own 
ledger -experience. Never throw 
away an old statement, an old Credit 
Interchange report, or any other 
piece of information that can help 
give you that running-start—those 
trend lines that will help you evalu- 
ate your more recent information 
in proper perspective. 

Date your data. 
Arrange you data. 
Ask for old data. 
Keep old data. 


HE difference which these op- 

posed points of view—static eval- 
uation vs. dynamic evaluation—can 
make in your credit decisions is 
graphically illustrated by the two 
charts following. 


John Smith analyzed the credit 
of the Jones Hardware Company 
from the “latest information” only, 
which he obtained October 1, 1949. 
The “picture” didn’t look good. He 
refused credit because he felt that 
it still would not be good in 1950. 
His point of view is indicated by the 
horizontal line in Chart II. 


John Brown analyzed the credit 
of Jones Hardware Company about 
the same time, but in a different 
way. The spot picture didn’t look 
good to him either, but he dug up 
previous information, arranged his 
data in sequence, considered all the 
trends including those of the indus- 
try and general business. He dis- 
covered that Jones was on the way 
out of his difficulties and that the 
future looked favorable, as indicated 
by the curved line in the chart. He 
shipped the order and is still doing 


eoest? 
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a profitable business with Jones 
Hardware. 

We could also draw a diagram il- 
lustrating many another true story 
which needs few words (Chart IIT). 

A line of credit was set up in 
October 1948 on a spot picture that 
looked good enough. The business 
was actually on its way down from 
1947, and bankrupt June 1949. The 
credit man who made the static eval- 
uation from a spot picture is sitting 
out at the end of the horizontal line 
holding a bag. Guess what is in it! 

The trend approach eliminates the 
idea of static business, static events, 
static people, static capital. Nothing 
is static. It recognizes the dynamic 
flow of all that we are trying to ap- 
praise. It is the spring-board for 
prediction, and prediction is the 
creditman’s job. 
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Chart III 
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The ABC's of 
CONSUMER CREDIT 


(Continued from page 18) 


such funds, there would be no need 
for delinquency. So I say very 
sincerely, to deserving delinquents, 
let us help them and use this as a 
good will builder. 

People never forget a kindness 
extended to them when they are in 
trouble. Too many times we have 
the experience of a customer paying 
bills over a period of years with 
regularity in large amounts and 
then they are chopped off in a mo- 
ment of reverses, most of which are 
only temporary and were unfore- 
seen. 


F course, the last D of collec- 

tion is DETERMINATION. 
You can’t send out a notice to a 
customer—good, bad or indifferent 
—and take it for granted that the 
bill is going to be paid. The ac- 
count must be analyzed and the 
effort to collect the account must be 
never-ending. Any procedure that 
is used to collect an overdue balance 
is justified if the circumstances 
warrant, except that overaggresive- 
ness is often reflected in unkindly 
attitudes. The customer never 
shouts your story from the house- 
tops. 

Determination, however, can be 
constructive. The timing of the 
notice, the follow-up and the entire 
army of collection material depends 
on your particular type of business, 
the type of customer, the amount of 
delinquencies, and many other cir- 
cumstances which vary from day to 
day and from business to business. 


Collection results are generally fol- 
lowed up with regularity and per- 
centages are calculated on a monthly 
and yearly basis. Any variance from 
these figures, from year to year, or 
from month to month, justifies look- 
ing into collection procedures. It is 
rather hard to lay down any pro- 
cedure that is applicable to every 
particular case. We must not for- 
get that in extending consumer 
credit we are dealing with human 
beings; we are dealing with fathers 
and mothers, sisters and brothers, 
just people like ourselves. 
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On Setting 
CREDIT LIMITS 


(Continued from page 22) 


O SEE how this works out, let 

us analyze an actual report. This 
firm was established in 1934. Two 
years ago their net worth was about 
$36,000.00; last year it was $32,- 
815.00. Sales two years ago were 
$115,000.00; last year $108,000.00. 
Cash shown in the last statement of 
last year is $2,000.00, accounts re- 
ceivable about $8,300.00, and mer- 
chandise $36,200.00. Current assets 
were $46,500.00 last year. Accounts 
payable were $11,500.00, accrued 
taxes $135.00, and bank debt 
$2,050.00, with total current lia- 
bilities $13,685.00. The company is 
operated by a father 65 years of age 
and a son 33 years of age. 

Trade information gives the ex- 
perience of 12 firms. Of these, the 
company is indebted at present to 
10, of which 2, totaling about 
$300.00, are past due. Seven report 
the customer discounts, 1 discounts 
to 60 days slow, and 4 slow 30 to 
60 days. 


INCE they have been in business 

for some years, we give them a 
plus 1, but since the trend is ap- 
parently down, we give them a 
minus 1. The assets are more than 
2 to 1 in comparison with the liabil- 
ities, so we give them plus 2. The 
quick position is less than 100%, 
so we give them plus 1, but as the 
merchandise exceeds the working 
capital, we give them a minus 2. 
Payments were discounts to 60 days 
slow, so we give them plus 4. 

Subtracting the total of the minus 
figures from the total of the plus 
figures gives us 5, which would rep- 
resent $500.00, the basic credit fig- 
ure. Since the highest credit ex- 
tended was $833.00 and the next 
highest $500.00 with the first 
amount paid discount to 60 days 
slow and the second amount dis- 
counted on 2% prox. terms, and 
since the bank has reported relations 
satisfactory and has made a loan of 
at least $4000.00, we might be justi- 
fied in extending credit of $500.00. 
However, now the flexibility begins, 
and if other information of a detri- 
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This is the basic formula 


No Statement 
minus 2 No Statement 


Estimated Statement 

In business more than 2 years 
Has been bankrupt 

Chat. Mtg. or Hypothecated Accts.minus 2 


plus 1 
minus 2 
minus 2 
plus 1 
minus 1 
minus 2 


Trend up 
Trend down 


Assets 2 to l 


Or Assets 1 to 1 


100% quick position 
Or 50% quick position 


Statement 


minus 1 
plus 1 
minus 2 


plus 1 


minus 1 


Liab. Excessive (if indicated) 


plus 2 


minus 1 


plus 2 
plus 1 


Or 49% to 35% quick position 
Or less than 35% quick position minus 1 


Work Cap. exceeds Mdse. 


plus 1 


Work Cap. equals Mdse. 


Mdse. exceeds Work Cap. 10% 


minus 1 


Or Mdse. exceeds Work Cap. moreminus 2 


Debt equals net worth 
Or Debt exceeds net worth 
Liab. exceed Work Cap. 


plus 5 All Discount 


plus 4 Or Discount and Prompt 
plus 2 Or Some slow 30-60 Days 
minus 2 Or Some slow 60-90 Days 
minus 3 Or Some slow over 90 Days 
More than 50% past due 


minus 4 


mental nature appeared in the re- 
port, this figure should be reduced 
accordingly; and, conversely, if 
other satisfactory information ap- 
peared in the report (for instance, if 
customer since statement date had 
been reducing his inventory) the 
final figure might be raised slightly 
in case of need. If the final figure 
had been a minus 1 or minus fig- 
ure of any kind, we would naturally 
hold to cash or C.O.D. terms or try 
to obtain financial information, if 
lacking. 


EITHER the items listed nor 

the values given are intended 
to be the ultimate in what the basic 
considerations should be. Rather, 
instead of being intended as a com- 
pleted project, it is intended to be 
a start toward arriving at a basic 
figure from which the flexibility 
might be applied to additional either 
favorable or unfavorable informa- 


minus 1 
minus 2 
minus 1 


plus 6 
plus 5 
plus 4 
minus 1 
minus 3 
minus 4 


tion shown in the report. For in- 
stance, no value is indicated in the 
list for “character.” The reason is 
that character is one of the variables 
to which it is difficult to apply a 
specific value without considering all 
of the factors involved. The same 
situation applies to “capacity,” al- 
though the application of plus 1 for 
having been in business for more 
than two years does give the cus- 
tomer credit for having had at least 
that much capacity. 

While this system has been used 
less than one year, it has so fat 
worked satisfactorily, and I feel cer- 
tain that it has helped me to make 
better decisions in border-line cases 
than I otherwise could have made, 
but if there are other methods of 
arriving at a definite basic credit 
figure or if there are any improve- 
ments that can be made in this for- 
mula, I shall be glad to receive sug- 
gestions. 


CREDIT AND FINANCIAL MANAGEMENT, May, 1950 


PERIODICAL PRESS CORP., PHILA., PA 





